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PERFECTED DESIGN: These are no experimental burners but tried and 
tested in many thousands of installations over a thirty year period. That 
means treuble-free operation, fewer complaints, returns, and service 
charges. 

OUTSTANDING EFFICIENCY: Famous patented Barber air-activated jets 
(available in no other burner) assure the most intense heat with a true 
“scrubbing” flame action on all walls of fire-box. 


DIRECT ACTION: This flame is applied direct to walls of combustion 
chamber—no refractory, no spreader. 


GREATEST ECONOMY: Thorough combustion gets the most from the fuel, 
the most from the equipment. Also, a Barber job includes no fancy 
trimmings, which add to the cost but not to the utility. You can even, in 
most cases, use the existing automatic controls, if the owner has them. 


TAILOR-MADE FIT: Barber models are furnished in proper sizes for all 
round or oblong furnaces or boilers, and are further adjustable to cor- 
rectly fit all grate dimensions. 


Ask for complete Catalog of all Barber products. 
THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Obi 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Keeping stainless steel STAINLESS 


» «+a typical problem in fabricating alloy piping 


@ Heata piece of stainless steel pipe to bend 
it and right away you're up to your ears in 
metallurgical complications. To begin with, 
stainless steel isn’t just one alloy. There are 
hundreds of different types of stainless steel, 
each selected for its resistance to corrosion 
or its stability at high temperatures. To 
maintain the metallurgical properties which 
dictate the choice of a particular alloy steel, 
you have to know the temperature range 
within which this steel may suffer excessive 
metallurgical changes. And you have to 
have specialized equipment to maintain the 
precise control necessary to avoid these 
hazards. 


PIPING 


Grinnell pipe fabrication equipment in- 
cludes specially designed gas-fired radiant 
heat furnaces for this precisely controlled 
heat treatment of stainless steels and other 
alloy steels. Multiple burners are strategi- 


cally located to distribute temperature uni- / 


formly and to prevent harmful flame im- 
pingement. Precision instruments regulate \ 
temperature and time. , 
It’s an intricate business . . . fabricating 
alloy steel piping. It’s a job for Grinnell 
prefabricating plants because Grinnell has 
the equipment and modern methods, the 
interpretive engineering, the metallurgical 
research facilities and the skilled personnel. 


GRINNELL 


Grinnell Company, Inc., Providence 1, Rhode Island. Branches: Atlanta * Buffalo * Charlotte * Chicago °* Cleveland 
Cranston * Fresno °* Kansas City * Houston * Long Beach * Los Angeles * Milwaukee © Minneapolis 
New York * Oakland * Philadelphia * Sacramento * St. Lovis * St. Paul * San Francisco * Seattle * Spokane 
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What it takes to stay heavyweight champ I7 years 


Spot 





1. Real heavy-duty truck reputation! 
To haul lots of oil, you pick a 
truck with a record of perform- 
ance that shouts “TOUGH!” 
Registration figures show that 


for 17 straight years Internation- . 


als have led the heavy-duty truck 
field. 


af Cee 


2. Real heavy-duty power! 


On construction jobs you need a 
truck that can take a pounding. 

You find trucks like that at In- 
ternational Harvester...a builder 
of truck power for 42 years, a 
manufacturer who knows what 
tough trucks need. 


* 


3. Real heavy-duty truck cupeniet 


cs 


we 


On big logging jobs you need size, 
brute strength and power. 

International heavy-duty trucks 
are big, tough, powerful—and spe- 
cialized to handle the toughest 
hauling jobs. That’s our engineer- 
ing tradition. 


4. Real heavy-duty truck stamina! 


5. That's why International Trucks are heavyweight champs for heavy-duty jobs— 


For 17 straight years, Interna- 
tional heavy-duty trucks have 
been America’s first choice for 
heavy-duty work. Registration 
figures prove it. In trucks having 
gross weight ratings over 16,000 
pounds, Internationals are so far 
ahead of the field that the heavy- 
weight crown carries a Triple Dia- 
mond emblem. 


Right now, International Dealers 
and Branches can give you quick 
delivery on Internatiopal heavy- 
duty trucks... specialized trucks, 
engineered and powered for your 
job. 

Your nearest International 
Truck Dealer or Branch will be 
glad to answer any questions you 
may have. Call him soon. 


Housing is a big job where you 
measure truck toughness by years 
of getting work out, keeping costs 
down. 

The nation’s largest exclusive 
truck service organization is set 
up to keep Internationals operat- 
ing at peak efficiency, over the 
long haul. 


Other International Harvester Products 
Farmall Tractors and Machines 
Industrial Power . . . Refrigeration ‘ 


Tune in James Melton and ‘'Harvest of 
Stars,"" CBS, Wednesday Evenings 


INTE RNATIONAL“¥ TRUCKS 


INTERNATIONAL HARVESTER COMPANY + CHICAGO 
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USINESS regulation, in the broadest 
sense, has been compared to a 3- 
legged stool. It involves the protection of 
the consuming public, protection of em- 
ployees, and protection of the investor. 
In recent years the theory of government 
responsibility for all three seems to be 
undergoing a change. 


PROTECTION of employee interests, 
through labor legislation, has been em- 
phasized. Protection of the consuming 
public also has been emphasized—cer- 
tainly in the case of public utility regula- 
tion. But the protection of the investors’ 
interest from the encroachment of pres- 
sures from the other two groups has not 
been emphasized. The current theory of 
government seems to be that the investors 
can look out for themselves or, at any 
rate, must be satisfied with what happens 
to them (in the light of high taxes or con- 
trolled prices or wage demands), because 
such things happen by the will of the 
majority, functioning through official 
laws and regulations. 


THE danger of this neglect of the in- 
vestor interest is not superficially ap- 
parent. One might think offhand that if 
the investor is not satisfied with the deal 


J. OLIVER MARTIN 
FEB. 17, 1949 
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he is getting in one enterprise, he can 
take his money some place else. But the 
actual result over the past decade seems 
to be a deficiency in the formation of risk 
capital for all new enterprise. The in- 
vestor is retreating more and more to the 
shelter and relative security of tax- 
exempt government bonds and industry 
has had to expand more and more out of 
its own earnings. The obvious end of 
that road is controlled economy, if not 
outright nationalism. 


uT would even this shift bring an end 
to the pressure of the consuming 
public and of labor for an increasing 
share of industrial benefits? Dr. Charles 
O. Hardy, who at his death was chief 
economist of the joint congressional 
Committee on the Economic Budget, said 
that we can have a strong union move- 
ment and we can have full employment, 
and we can have control of inflation. But, 
said Dr. Hardy, we cannot have all three 
at once. 


In Great Britain, which is becoming 
the teacher to all the world on the eco- 
nomics of full employment under a man- 
aged economy, Sir Stafford Cripps gave 
an obvious hint at who is next in line for 
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NORWALK Products are Stocked 
at Il Factory Branches 


e San Francisco © Pittsburgh 


Angel 
= © Washington 


e@ Minneapolis 
Philadelphia 
e Chicage 
Detroit 


Cleveland 


New York 
Boston 


Service Shops In Other Cities *% Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 11 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 11 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 
SOLE MANUFACTURERS 


VALVES e REGULATORS 


GAUGES e N.S 
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8 PAGES WITH THE EDITORS (Continued) 


being shortchanged on government pro- 
tection—after the investor is disposed of. 
“Tt is most unfair,” said Sir Stafford, 
“for those workers who think they can 
bring some particular pressure to bear 
upon society to demand increases which 
can only be at the cost of their fellow 
workers. .. . If such demands were gen- 
erally indulged in, it would wreck all 
hope of our recovery.” 


THE opening article in this issue is a 
thoughtful analysis of what is necessary 
to give the public utility investor a square 
deal. It comes from the pen of Dr. WILL- 
ForD I. KiNG, professor emeritus of eco- 
nomics of New York University since 
1945. Dr. Kine entered the teaching 
field as assistant professor of economics 
at the University of Wisconsin in 1910, 
and in addition to a dozen books and 
monographs on various aspects of eco- 
nomics has served as an economist for 
the National Bureau of Economic Re- 
search, president of the American 
Statistical Association, and president of 
the Scientific Investors, Inc. Since 1946 
Dr. Krné also has been chairman of the 
Committee for Constitutional Govern- 
ment. 

es =e 2 


OHN F. Curtin, whose article on 
J “Special Rate Problems of the Bus- 
transit Utilities” begins on page 221, is 
a partner in the firm of Simpson & Cur- 
tin, nationally known transportation en- 
gineers of Philadelphia. A graduate of 
New York and Harvard universities, 
Mr. CurTIN has served as transporta- 
tion economist for the American Petro- 
leum Institute and as planning engineer 
on design of the Pennsylvania turnpike, 
George Washington bridge, and Lincoln 
tunnel. During the war he was trans- 
portation engineer at the atomic bomb 
project at Oak Ridge, supervising a net- 
work of 850 busses and a commutation 
railroad between Oak Ridge and Knox- 


ville. 
. e--& 6 


O NE of the best known and highly re- 
garded editors of a utility em- 
ployees’ magazine is J. OLIVER MARTIN, 
better known to everyone in the great 
Chesapeake & Potomac Telephone or- 
ganization as “J. O.” It was in January, 
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1913, that MARTIN became assistant edi- 
tor of The Transmitter, which is pub- 
lished for Chesapeake & Potomac em- 
ployees. Prior to that he had performed 
clerical work for the New York Tele- 
phone Company. He was made editor of 
The Transmitter in 1918 and under his 
guidance The Transmitter has grown 
and developed into a slick-sheet paragon 
of all employee publications. 


It naturally follows that Mr. Martin 
has his own ideas of what should go in 
and what should be kept out of such pub- 
lications, and how they might be best de- 
veloped to reach the joint objective of 
both management and employee readers. 
His article should be profitable reading 
not only for executives and company offi- 
cials who have anything to do with em- 
ployee magazines, but those who even 
think they might go in for such activities. 
It will be readily seen that this matter is 
not so simple as it may appear, especially 
from the standpoint of management. 


* * * * 


ig age decisions, preprinted from 
Public Utilities Reports, may be 
found in the back of this number. 


THE next number of this magazine 
will be out March 3rd. 
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98% space saved 


low film cost 


warranted 
permanency 


operating economy 
legal acceptance 
record protection 
efficient indexing 
faster reference 
quick availability 


records retention 











Remington Rand Microfilming 


will help your Business 


Microfilming with Film-a-record is a low-cost, high-return 
investment. It frees your filing space for more productive use 
by condensing millions of records into a single film-file—makes 
them instantly available at point-of-use—indexes them for fast 
reference. Your vital corporate records, general ledgers, and 
accounts receivable get the best, lowest cost protection. And 
cases and statutes in 47 states indicate the legal admissability 
of microfilm as evidence. 


Banks, department stores, air, bus and rail lines—all types of 
business—prove the operating economy of Film-a-record every 
day. $3.65 pays for a roll of 16mm film, which holds about 3000 
letter size records; and this includes processing warranted to 
meet U. S. Bureau of Standards specifications for permanency. 


Investigate the advantages microfilm will bring your busi- 
ness. You can rent or buy Film-a-record, or have us microfilm 
your records on contract. Write to Remington Rand Inc., Photo 
Records Division, Dept. P, 315 Fourth Ave., New York 10. 


. 
Remington Rand FOR GREATER BUSINESS EFFICIENCY * USE PHOTOGRAPHY 
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Coming IN THE NEXT ISSUE 


* 


WHAT MAKES A GOOD COLLEGE TRAINEE FOR THE UTILITIES? 
In these days of managerial emphasis on personnel training, the 
selection of college-bred recruits for utility service becomes a 
matter of primary importance. Robert N. McMurry, Chicago 
consultant, has analyzed the factors which might well be con- 
sidered in making such selection. 


COAL—THE UTILITIES’ UTILITY 
With the electric industry surpassing the railroads as number 
one customer for the coal industry, new attention may well be 
given to this vital source of raw material supply so necessary 
to both gas and electric industries as to be called ''The Utilities’ 
Utility." Howard Carswell, with the Bituminous Coal Institute, 
has indicated the numerous points of mutual interest between 
the operating public utility industries and the utilities’ utility. 


WE ALL WANT TO BE LADIES AND GENTLEMEN 

If there were any doubt that courtesy training of utility em- 
ployees pays dividends, this human interest story by President 
John E. McCarthy of the New York City Omnibus Corporation 
should remove it entirely. Here is a transit corporation which 
actually started to teach school in politeness—but in a new and 
different way—one which the bus drivers thoroughly enjoyed 
and practiced as alumni in their own self-interest. 


WORK LOAD BALANCING FOR GAS UTILITIES 
The efficient dispatching of work crews by the modern gas 
utility, or for that matter any other utility, can mean the differ- 
ence between a red or black balance in the operating expense 
account. Arthur Rohman, studying the Southern California Gas_ 
Company, shows how this utility made a new approach to this 
old problem and is cashing in on the results. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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KINNEAR “AKBAR” 
Rolling Fire Doors 


q automatically block 
: the spread of flames 


Outstanding structures here and 
abroad rely on Kinnear “Akbar” 
Rolling Fire Doors for automatic 
fire protection. These all-steel, fire- 
proof doors set up a “road block” 
against flame-spreading drafts. 
They coil overhead when not in 
use, but promptly seal off doorways, 
windows, and corridors at the 
threatening approach of fire. Posi- 
tive closure is certain because 
Kinnear Rolling Fire Doors are 
pushed downward automatically 
by a strong auxiliary spring. They 
are controlled in downward speed 
by a special safety device, to avoid 
personal injury and to lessen floor 
impact. If raised after closure as an 
emergency exit, the doors are 
closed again automatically by the 
counterbalance spring. 


ie : sam @ These dependable, positive- 

action doors combine mod- 

5 ern styling and fire protec- 

©) tion at this entrance to 

= Penney’s in the smart, 

=i) «new Terrace Plaza Hotel 
et EE Duilding in Cincinnati. 


Lack of fire-door protection has 
proved an important contributing 
factor to losses in major fires. 
Akbar Fire Doors are approved 
and labeled by Underwriters’ Lab- 
oratories. In many cases these 
doors save enough in lower insur- 
ance rates to repay their cost in two 
or three years. Built to fit building 
openings of any size, they can be 
equipped for daily service use, with 
or without motor operation. When 
extra fire protection is not required, 
regular (non-labeled) Kinnear 
Rolling Doors are preferred for 
service use. Write for details. 


THE KINNEAR MANUFACTURING COMPANY 


FACTORIES: 


s KINNEAR €= 


Avenue, uae aecone ROLLING DOORS) 


2060-80 Fields 
1742 Yosemite Ave., San Francisco 
Offices and Agents in Principal —_ 
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Evans WOOLLEN, JR. 
President, American Bankers 
Association. 


RatpH E. FLANDERS 
U. S. Senator from Vermont. 


WitiiaM P. LANE, Jr. 
Governor of Maryland. 


Maurice DUPERREY 
Paris industrialist. 





James D. Mooney 


President, Willys-Overland Motors. 


EprTortAL STATEMENT 
The Journal of Commerce. 


Emerson P. SCHMIDT 
Chief economist, Chamber of 
Commerce of the United States. 


Beaurorp H. JESTER 
Governor of Texas. 


Dwicut D. EIsENHOWER 
President, Columbia University. 
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“[Government lending] is a one-way road to business 
and industrial monopoly, as well as to the completely 
socialized state.” 


» 


“The government is looking for more pie to cut, and 
it must have more pie. But we are reaching the saturation 
point on the amount of pie there is to be cut.” 


¥ 


“The United States is a creature of the Constitution 
and cannot be the United States of America except as an 
indestructible union of indestructible states.” 


* 


“All of those industries the [French] government na- 
tionalized were all paying dividends before, But now under 
the left-of-center régime they are all losing money.” 


¥ 


“The fantasy of high dollar profits is cloaking from 
general view the very dangerous state into which our 
economy has steadily moved on the inflation spiral.” 


* 


“There is little doubt that reducing government spend- 
ing which now constitutes such an important share of 
national income would serve as a restraint on prices.” 


> 


“An equitable excess profits tax is not only almost im- 
possible to design and to administer, but is without equity 
as between the small and other stockholders, and so lacks 
moral sanction.” 


* 


“There is a ready American-way solution to meeting our 
increasing demands for petroleum. It is not nationaliza- 
tion, It is utilization—utilization under our existing form 
of government and free enterprise.” 


* 


“The Federal govrnment has no right to take tax money 
out of our pockets and then give it back to us without 
some form of supervision. Therefore, I say they can- 
not give Federal money for support of higher education. 
For when Federal money comes into that field we are 
entering a dangerous situation.” 
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Chit Clad | 


“There never was in the world two opinions alike.” 
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Some interesting 


facts about bills ! 





The bills of these birds never change. 


The peculiar bird’s bill at the left is long and 
thin. The duck’s bill is always sort of flat. The 
pelican’s bill always has a pouch attached. 


Each species retains the same distinctive bill 
—year after year. 


It’s a far different story, however, with con- 
sumer’s bills. As you so well know, some of 
them change. Some customers’ bills may show 
a marked increase ... or decrease... in kilo- 
watt-hour usage over a short period of time. 


A current analysis of your bills, therefore, 
may disclose certain trends that will be of con- 
siderable value to you in planning your rate 
and promotional programs. 


Many such bill analyses are compiled for utili- 
ties by the Recording and Statistical Corpora- 
tion. The tabulations are made on specially 
designed electro-mechanical equipment. As 
many as 200,000 bills can be analyzed each day 
by trained personnel. 


FREE booklet for you 
We shall be glad to give you the facts about 





100 Sixth Avenue 


as 














this accurate and economical method of com- 
piling customers’ usage data. 


Write today for “The One Step Method of Bill 
Analysis.” It may save you time and money 
in the months to come. 





utility 
300 registers—in one step! 


RECORDING AND STATISTICAL CORPORATION 


New York 13, N. Y. 
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14 REMARKABLE REMARKS—( Continued) 


CHARLES SAWYER 
Secretary of Commerce. 


ALrreD P. SLOAN, Jr. 
President, Economic Club 
of New York. 


Rosert E. DINEEN 
Superintendent of Insurance, 
New York State. 


Wiiam O. DoucLas 


Justice, U. S. Supreme Court. 


Gerarp S. NoLLen 


Witsur J. Brons 
Columnist. 


WiiAM A. Paton 





Joun W. Bricker 
U. S. Senator from Ohio. 


EpitorrAL STATEMENT 
The Washington Daily News. 
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Chairman, Bankers Life Company. 


Professor, University of Michigan. 


“Business should face the future with confidence, de- 
termination, and hope. Let us not be afraid of shadows. 
Our shadows fall behind us when we face the light.” 


“It is difficult to belive that sustained high employment 
with rising living standards can evolve basically from the 
economic consequences of a great and destructive war.” 


> 


“We're in favor of the continuation of private enter- 
prise in the insurance business. It’s up to us to demon- 
strate that there’s no conceivable excuse for government 
to go into the insurance business.” ; 


> 


“American labor can help America understand that 
Europe under the political management of Socialists is 
not a continent turning Communist but a people struggling 
for things that are precious to men everywhere.” 


* 


“Unless effective action is taken during the coming years 
to curb the drift toward socialistic controls, our economy 
will detgriorate and private business management is likely 
to find its remaining freedom of action curtailed to a 
serious degree.” 


» 


“Of all claimants to the U. S. taxpayers’ earnings and 
other resources, the Federal government is by far the 
hungriest. The citizen pays taxes to various subdivisions 
of state and local government, but by far the biggest and 
most worrisome bite is taken by Uncle Sam.” 


* 


“By a process of personifying business activities, using 
such expressions as capitalism and Wall Street epithets, 
and forgetting that the people who provide business with 
capital and who supervise business operations are ordi- 
nary folks, a sort of mysticism is developed that tends to 
obscure the real issue.” 

& 


“Are we faced with an irresistible rush to centralization 
—then state Socialism—then dictatorship? I feel reso- 
lutely it is time to find out—if we can. We are in no 
sense preserving our Federal system. Quite the contrary 
is true. If we have not already, we are rushing headlong 
toward its total abandonment.” 


“The British House of Commons is about to give final 
approval to a bill permitting the government to own and 
operate saloons, We hope that kind of thing does not 
spread to the United States. Over here it could mean that 
the ordering of a bourbon and soda would require filling 
out a lengthy form in triplicate.” 


Febru 
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DIVIDED FURNACE WITH 


CENTER WATER WALL 


The divided furnace with a CENTER 
WATER WALL? is a development first 
introduced by Springfield Boiler Co., for 
large central station installations. It has 
application where gas temperatures 
entering the first pass and superheater 
must be limited to prevent slagging. It 
enables a unit to stay on the line longer 
before shutting down for maintenance 
and cleaning. — 

The divided furnace construction has 
been highly dependable and successful 
in service. It is adaptable to any kind of 
firing. Springfield offers it on both bent 
tube and straight tube boiler designs. 
*Patented 


CONVENTIONAL FURNACE 


FURNACE WITH CENTER WATER WALLS 


These diagrams show how the center water wall made it possible for Springfield to 
reduce the height of furnace 22% on one 350,000 Ib. pulverized coal fired unit 
in addition to securing some 90° lower temperature at the first pass. Ask for 
information on this and other modern installations. 
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i} Regardless of weather or roads, motor 
trucks pick up and deliver most 
& motion picture film at night to make it 
available for the next day's showing. 


There are no alibis in the motion picture film delivery 

° ° business. The “show must go on” seven days a week, 
M id n ight twelve months a year . . . delay in the arrival of new 
film means disgruntled customers and lost revenue. 


e One film distributing firm operates 153 trucks more 
on Mc i 1] Street than 24,000 miles a day, serving 1215 theaters in nine 
states. And there are many more GMC trucks in this 

fleet than any other make. 


Wherever reliable transport service is wanted ...GMC’s 
day-in-and-day-out dependability really pays off. 
In the GMC line there are models for 


every public utilities hauling need... GMC TRUCK & COACH DIVISION e GENERAL MOTORS CORPORATION 
pickups, stakes, tractors, canopy ex- 

press models and chassis units for THE TRUCK OF VALUE 

special bodies . . . in a variety of e 

wheelbases and a wide range of 

equipment options . . . with seven 

gesoline and two Diesel engines ca- 

pable of handling gross combination 

weights from 4,600 to 90,000 pounds. 
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The setting up and prosecution of a proxy solicita- 
tion is a highly specialized segment in the field of man- 


agement-stockholder relations. 


We work exclusively in this field and employ a 
specially trained staff which covers virtually all of the 


United States and the important sections of Canada. 


Our organization has been thoroughly tested for 


competence, capacity and integrity by many leading cor- 


porations in assignments which include the largest ever 


undertaken in the field of professional proxy solicitation. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 








National or Sectional Coverage 


4 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLESA.NICHOLLS + PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK 5&5, NEW YORK 





Public Utilities Fortnightly 


HE real reason you’re in the utilities 

business is to make money ... isn’t it? 

Well, do you know any better way to 
make money than to save money? 

You can save plenty of money 

with trucks that fit your job 

...Dodge “Job-Rated” trucks. 


It stands to reason that you 
waste money with a truck 


February 17, 1949 


that’s too big for its job ... and 
you’re in for plenty of costly 
maintenance expense if your trucks 
are too small. 


From 248 basic chassis models, 
your Dodge dealer can specify a 


truck that will be “Job-Rated” exactly 
for your hauling job. 


Such a truck will have the right one of 
seven great truck engines . . , for top 


efficiency and maximum economy. It will 
have the right units throughout... to 
haul your loads, over your roads. 

And remember ...only Dodge builds “‘/ob- 
Rated’’ trucks. Talk to your Dodge dealer! 
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CAN YOU BENEFIT 
FROM THESE SPECIALIZED 


Public Utility 


BANKING SERVICES? 


Y “SPECIALIZED” banking services we 

mean simply this. Irving Trust has a separate 
Public Utilities Department. It is staffed with men 
whose practical experience qualifies them for serv- 
ice to the utility industry. 

The sole function of this department is to help 
utilities with their particular financial problems 
and assist them in formulating their programs. 

Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency 
facilities of a large commercial bank. 


TOM P. WALKER 


is our Vice President in charge of this Department. 
Prominent in the top management of utility com- 
panies for over thirty years, he is thoroughly familiar 
with all phases of the industry. 


re “Gmvse 
“Se 


NEW YORK 


Capital Funds over $114,000,000 
Total Resources over $1,100,000,000 
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VEWL “LALDEMANCHL battery 


for dependable CENTRAL STATION vo anal 


One of its many exclusive features is the famous 
MANCHESTER POSITIVE PLATES with their 
unique lead button construction. The buttons— 
rolled strips of corrugated soft lead—are pressed 
into holes of the lead-antimony grid. Forming 
action expands the. buttons and locks them se- 
curely in place. Only a comparatively small por- 
tion of the total lead is formed initially into 
active material . . . the balance is available for 
gradual conversion in service. 


THE PERMANIZED NEGATIVE PLATES are 
constructed of a lead-antimony grid, or frame- 
work, with a series of vertical ribs connected by 
short horizontal bars. Bars are flush with plate 
surface... extend only part way through the 
plate ... are staggered on opposite sides. The 
active material . . . sponge lead . . . is formed of 
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“Exide” and “Permanized” Reg. Trade-Marks U.S. Pat. Of. 


vertical strips or ribbons that extend from top to 
bottom of the plate between the vertical ribs and 
is locked in place by the horizontal bars. 

The new EXIDE-MANCHEX BATTERY has a 
high, 1 minute rating. It will provide up to 100% 
more capacity in the same given space. 

LONG LIFE...LOW MAINTENANCE COST...IMPROVED 
ELECTRICAL ARACTERISTICS ... INCREASED POWER 
(watt) ae UNIT OF SPACE... LESS WEIGHT PER 
AMPERE H OUTPUT... ATTRACTIVE INSTALLATION 


> 





BATTERIES 


1888 — Dependable Batteries for 61 Years — 1949 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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z FEBRUARY z 





{ American Water Works Association, New Jersey Section, holds annual luncheon meeting, 
Newark, N. J., 1949. 





b | > aa of Radio Engineers will hold national convention and exhibition, Mar. 7—10, 





{ National Electrical eT mere Association will hold winter convention, ‘ey 
Chicago, Ill., Mar. 13-18, 





4q ee. Association of Home Builders begins annual convention and exposition, Chicago, 





q National Council for Stream Improvement begins mecting, Chicago, Ill., 1949. 





§ Aimerican Concrete Institute begins forty-fifth annual convention, New York, N. Y., 1949. 





1 ram Tadepemgont Telephone Association will hold annual convention, Lexington, 
Ky ” ar. 5, 





9 Missouri Valley Pate Association, Sales and Rural Committee, begins meeting, 
Kansas City, Mo., 1949 





§ Pennsylvania Electric Association, Transmission and Distribution Committee, ends 
meeting, Philadelphia, Pa., 1949. . 





4 Oklahoma Utilities Association will hold annual meeting, Tulsa, Okla., Mar. 17, 18, 1949. 





{ Associated or", caeeratons of America begins annual national convention, ® 
New York, N. Y., 











q American Socieey. for Testing Materials begins spring meeting and committee week, 
Chicago, Iil., 





2 Marcu @ 





q Association of a Officials of the North Atlantic States begins annual convention, 
oston, Mass., 1 














4 Texas Telephone Association will hold annual convention, Dallas, Tex., Mar. 21, 22, 1949. 
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Public Utility Investors | 
Deserve Square Deal 


This, in the opinion of the author, they have not had under 

various forms of regulation thus far tried, which have func- 

tioned primarily in favor of utility company customers—a 

special public utility court needed to hear representatives of 

the regulatory commissions together with those of the company, 
and rule on the issues involved. 


By WILLFORD I. KING* 
ECONOMICS PROFESSOR EMERITUS, NEW YORK UNIVERSITY 


HE very fact that concerns fur- 

nishing gas, water, electricity, 

communications, and transporta- 
tion are commonly referred to as 
public utilities indicates that their serv- 
ices are generally regarded as neces- 
sary and useful, Nowadays, however, 
these services have become so common- 
place that we are prone to overlook 
the revolution which they have 
wrought in our way of life, 


*For additional personal note, see “Pages 
with the Editors.” 
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In the typical American home of 
half a century ago, the family began 
a winter day by climbing out of bed 
in frigid rooms and shivering into their 
clothes. Then, someone put kindling 
and fuel into the stove and finally suc- 
ceeded in getting sufficient fire to thaw 
things out. Some other member of the 
family tramped through the snow to 
the well and pulled up a bucket of icy 
water and brought it into the house. 
If it happened to be wash day, many 
such trips to the well were necessary. 
FEB, 17, 1949 
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Then the housewife either rubbed the 
clothes in a tub, or, if she was for- 
tunate enough to have a washing ma- 
chine, someone pushed the lever back 
and forth and turned the wringer until 
the wash was ready to hang out on 
the line. When the hard work of the 
day was finished, the duty of the 
mother of the family was to see that 
the smoky lamp chimneys were pol- 
ished and that the lamp bowls were 
filled with malodorous kerosene. On 
baking day, it was always a problem 
to keep the oven at the proper tempera- 
ture, someone having to dash out_to 
bring in more cobs or wood whenever 
the fire died down. When spring came, 
all the carpets had to be taken up, put 
on the line, and beaten thoroughly, and 
then painfully stretched back into place, 
and tacked, Those were the days in 
which there were practically no public 
utilities to prey upon the American 
people. 


H’ times have changed. Now, in 
winter time, when the members 
of the family step out of bed, they find 
the room comfortably warm because 
the heating apparatus has been regu- 
lated by a thermostat governed by elec- 
tricity furnished by a public utility. 
Hot water is available, thanks to the 
gas furnished by a public utility. No 
one brings in fuel for the cookstove, 
for it is heated by more of this same 
gas. People are so accustomed to get- 
ting light from an electric current fur- 
nished by a public utility that they have 
almost forgotten the existence of kero- 
sene lamps. 

This same electric current does the 
hardest part of the washing. The 
vacuum cleaner, powered by electricity, 
has eliminated all the exhausting work 


of taking up, beating, and putting 
down carpets. When the housewife 
wishes supplies from the store, or de- 
sires to visit with one of her friends, 
she does not have to travel miles, but 
turns to the telephone supplied by a 
public utility. The head of the house 
does not walk to his place of business, 
but rides in a bus or car operated by 
a public utility, If he is employed in 
a factory, or at a dock or freight 
house, machines powered by electricity, 
furnished by a public utility, do most 
of the heavy work which formerly de- 
pended upon muscle, What it all adds 
up to is that the services furnished by 
the public utilities have taken a large 
part of the drudgery out of life, and 
have substituted therefor leisure and 
comfort. 


Concerns “Affected with a 
Public Interest” 


‘eo facts just stated explain why 
concerns operating in the fields 
above listed are commonly referred to 
as “utilities.” But just why should 
private enterprise engaged in these 
lines of production be given the ap- 
pellation “public” utilities ? Apparent- 
ly, they have been so dubbed because 
the courts have held that the types 
of service rendered by these industries 
are all “affected with a public interest.” 
And why have the courts so held? 
From the standpoint of the public, is 
gas or electricity more essential than 
bread or meat? If not, why are not 
bakeries or packing houses as truly 
“public” utilities as are gas and electric 
companies ? 

The answer to this last query seems 
to be that the judicial concept—“af- 
fected with a public interest” —a con- 
cept which has developed slowly 
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through the centuries in both England 
and the United States—in reality is a 
judicial way of referring to the pres- 
ence of monopoly. 

In the typical municipality in the 
United States, one corporation is given 
an exclusive franchise to render a 
specific service, such as, for example, 
furnishing gas to the inhabitants. The 
courts say that, since it is thus given 
a monopoly, it is “affected with a pub- 
lic interest,” and hence is subject to 
regulation by government. 


Why Permit Monopolizations? 


f eoupes which naturally arise at 
this point are: Why give a gas 
or telephone company an exclusive 
franchise to operate in a municipality ? 
Why not apply the Sherman antitrust 
law, break up all public utility monopo- 
lies, and assure free competition? 
Surely, in a nation in which capital is 
as abundant as it is in the United 
States, many competitors will stand 
ready to enter the field. 

The difficulty with this solution of 
the problem is that, in practice, the 
remedy has proved to be worse than 
the disease, Thus, if two or more 
streetcar lines are allowed to operate 
in a city, the traveler frequently finds 
himself inconvenienced because he can- 
not travel to where he wishes to go 


7 


without using two lines and paying a 
double fare. Where cities have experi- 
mented with two telephone lines, resi- 
dents who do not go to the expense of 
renting two telephones are constantly 
annoyed by discovering that the per- 
sons to whom they wish to talk have 
the other company’s telephone. 

Under such arrangements, most 
business concerns must have two tele- 
phones. If a city permits more than 
one gas company to operate within its 
limits, the result is to have the streets 
torn up for repairs twice as frequently 
as is necessary. The reasons just cited 
have produced a practically unanimous 
opinion that not more than one com- 
pany in each field should operate in a 
given territory. Hence, one corpora- 
tion is given an exclusive franchise to 
render a particular service. 


Are Public Utilities Really 
Monopolies? 


UT is it true that, in the United 
States, today, the public utilities 

are, in general, really monopolies? 
Consider, for example, the case of a 
company that sells electricity. Are 
manufacturers compelled to buy cur- 
rent from the local electric company? 
They can use steam power directly, or 
they can install their own electric gen- 
erators. Both factories and homes can 


accepted view that government must step in to protect the 


q “... both logic and experience seem to justify the generally 


customers of public utilities against possible abuses of the 
monopolistic powers possessed by corporations holding ex- 
clusive franchises. The question now to be considered is, 
therefore, whether there is any possibility of developing a 
workable system of regulation which will protect the cus- 
tomers and, at the same time, assure fair play for the 


investors.” 
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be brilliantly illuminated by gas or 
modernized kerosene lamps, Likewise, 
the housewife is not absolutely de- 
pendent upon the services of the local 
gas company. She can cook on a coal 
range or use an electric stove, or, if 
she prefers, she can utilize “bottled 
gas” in her present range. 

As public utility executives frequent- 
ly contend, the examples just cited 
prove conclusively that gas and electric 
companies do not have absolute monop- 
olies, One must, however, recognize 
the fact that absolute monopoly is a 
rare phenomenon. Most monopolies 
are distinctly partial in nature, and 
most public utilities are monopolistic 
to a marked degree. The alternatives 
to buying gas or electricity from the 
concerns possessing exclusive fran- 
chises to use the public streets for their 
transmission lines are all definitely 
troublesome and expensive. The same 
is true in the case of other public utili- 
ties. Walking, driving, or sending let- 
ters are frequently very poor substi- 
tutes for telephoning or telegraphing. 
It follows that the contention that pub- 
lic utilities are, as a rule, as competitive 
as bakeries or packing plants is ill sup- 
ported by evidence. 


Is Regulation of Public Utilities 
Justifiable? 


N° it is a matter of common ob- 
servation that men possessing 
monopolistic power have always been 
tempted to use it to curtail production 
and quality of service, and to raise the 
prices charged to their customers, thus 
increasing their own profits, Execu- 
tives of public utility companies, be- 
ing no less selfish than other human 
beings, are prone to yield to tempta- 
tion. 


They have it in their power to 
take advantage of thousands of people. 
Most careful students of the subject 
therefore agree that it is against the 
public interest to allow them to exer- 
cise power without restraint. 


Weaknesses of the Present System of 
Regulation 


B” restraint means that govern- 
ment must step in; and govern- 
ments are usually run by politicians— 
a class commonly anxious to curry 
popular favor in order to gain votes. 
They know that, to the average citizen, 
the word monopoly has a sinister con- 
notation. They also know that, as a 
rule, the investors in a given public 
utility company are likely to be scat- 
tered throughout the United States, 
while the customers of the same public 
| utility are usually concentrated within 

| a comparatively small area. Therefore, 
the politician, when seeking votes, 
finds it advantageous to cater to this 
relatively concentrated mass of voters, 
and feels that he can safely ignore 
the scattered stockholders and bond- 
holders. 

He, therefore, is commonly found 
demanding lower rates for all public 
utility services, and picturing the in- 
vestors as leeches greedily sucking out 
the lifeblood of hapless customers. He 


leads his hearers to infer that public 


utilities belong, primarily, to heartless 
“economic royalists,” and never hints 
that the stocks and bonds of the public 
utilities are largely held by men and 
women of very moderate means. 


LS goteege does he mention the fact 
that the berated public utilities 
are, in no small part, responsible for 
transforming the homes of Americans 
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The Yardstick Method 


6¢ HE yardstick method consists in the setting up of govern- 
mentally owned plants which demonstrate by experiment what 

reasonable unit expenses of production are. Private concerns are then 

expected to sell their respective outputs at rates which will yield no 

more than a fair rate of profit over and above the service cost which 
the government plant shows to be actually attainable.” 





from rather bleak places of abode into 
domiciles abounding in comfort, and 
often in luxury, and that this trans- 
formation would have been entirely 
impossible had not thrifty men and 
women utilized their hard-earned sav- 
ings to buy the stocks and bonds of 
public utility corporations, Here we 
find the basic explanation of why pub- 
lic utility investors have so rarely en- 
joyed a “square deal.” 

Yet, as stated above, both logic and 
experience seem to justify the generally 
accepted view that government must 
step in to protect the customers of pub- 
lic utilities against possible abuses of 
the monopolistic powers possessed by 
corporations holding exclusive fran- 
chises, 

The question now to be consid- 
ered is, therefore, whether there is 
any possibility of developing a worka- 
ble system of regulation which will 
protect the customers and, at the same 
time, assure fair play for the investors. 


205 


Three Systems of Regulation 


HREE methods of public utility 

regulation have been tried. They 
are: 

1. The yardstick method. 


2. Rate fixing by legislative enact- 
ment. 


3. Commission control. 


What are the merits and demerits of 
each? 


The Yardstick Method 


HE yardstick. method consists in 
the setting up of governmentally 
owned plants which demonstrate by 
experiment what reasonable unit ex- 
penses of production are. Private con- 
cerns are then expected to sell their 
respective outputs at rates which will 
yield no more than a fair rate of profit 
over and above the service cost which 
the government plant shows to be ac- 
tually attainable. 
On its face, this procedure appears 
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to be eminently fair, and, since govern- 
ment is usually an inefficient producer, 
it would seem that no well-managed 
private concern could seriously object 
to this type of demonstration. In 
practice, however, the “yardstick” is 
but rarely an honest one. Ordinarily, 
the interest on the investment in the 
government plant is figured at rates 
below those at which money is obtain- 
table in the open market by private 
concerns. Some of the administrative 
salaries may be paid out of the public 
treasury, Usually, no allowance is made 
for the taxes paid by private com- 
panies. 

In some instances, as, for ex- 
ample, in the case of the Tennessee 
Valley Authority, part of the expenses 
of the government plant are charged 
to improvement of navigation or to 
flood control. As a rule, therefore, the 
yardstick method furnishes no sound 
criterion by which to determine what 
rates charged by private concerns 
ought to be. 


Rate Fixing by Statute 


— fixing by statute has three 
fundamental weaknesses. They 
are as follows: 


1. Legislative committees are not 
equipped to regulate rates scientifically. 

2. Changes in the value of the dol- 
lar soon make the statutory rates ob- 
solete. 

3. Legislative bodies are likely to be 
guided more by political pressure than 
by scientific standards, 


Because of the just-mentioned weak- 
nesses in “yardstick” or statutory con- 
trol, regulation of public utilities has 
gradually been delegated to commis- 
sions set up either by Congress or by 
state legislatures. 
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Commission Control 


HE men originally sponsoring this 

type of control pictured it as pro- 
tecting the rights of both public utility 
investors and customers. The former 
were to be given, in accordance with 
Supreme Court decisions, a “fair” re- 
turn on their investments—“fair” be- 
ing defined as the rate obtainable on 
investments of like safety in competi- 
tive business. Rates charged to custom- 
ers were to be set no higher than 
necessary to yield such “fair” returns 
to investors. That was the theory. How 
does it work in practice? 

As might be expected, the commis- 
sioners are subject to political pressure 
—sometimes, perhaps, at the expense 
of more scientific rate fixing, Locally, 
public utility customers are more 
numerous and hence have more votes 
than have public utility security hold- 
ers, In practice, therefore, there is 
some tendency to give only nominal 
consideration to the interests of the 
stock and bond owners. 


The Réle of the Labor Union 


N recent years, a third group has 

entered the picture in a large way. 
This group consists of employees 
strongly organized into a militant 
union. The tactics of the union leaders 
usually produce something approxi- 
mating the following sequence of 
events : 


1. A sharp increase in wage rates 
(say 30 per cent) is demanded. 

2. The company demonstrates that, 
with existing rates for its services, 
such a wage increase would wipe out 
all profits. 

3. The union leaders threaten to call 
a strike. 

4. The mayor demands that griev- 
ances be arbitrated. 
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5. Both sides yield, and the mayor 
appoints an arbitrator — ordinarily a 
professional who hopes for future ap- 
pointments, since the pay is usually 
very high. 

6. The arbitrator “splits the differ- 
ence”—granting half the increase de- 
manded by the union. 

7. The company applies for an in- 
crease in rates sufficient to give it a 
reasonable return on its investment. 

8. The public utility commission de- 
crees a waiting period—during which 
the company may run into the red. 

9. The case for the customers of the 
utility is often prepared by staff em- 
ployees of the commission. 

10. The decision of the commission 
may even be actually written by one of 
those staff employees who has pre- 
pared the case for the customers. 

11. The commission now delivers in 
solemn judicial form an opinion to the 
effect that the rates are about as high 
as the public can legitimately be asked 
to pay. It cites court decisions sup- 
porting the view that workers are en- 
titled to “fair” wages regardless of 
whether or not anything is left for the 
investors. It finally grants a rate in- 
crease too small to give to the stock- 
holders a fair return on their invested 
capital. 

12. After a few months respite, the 
union leaders again demand another 
30 per cent wage increase, and the 
whole sequence of events is repeated. 

13. If, eventually, the wage rates are 
forced up by the unions to such a level 
that it is impossible for the enterprise 
to pay operating expenses, the unions 
may even insist—sometimes success- 


e 


fully—that the city take over the util- 
ity, operate it at a loss, and let the tax- 
payers make up the deficit. 


_ the investor’s standpoint, this 
sequence of events is fully as un- 
lucky as their number — thirteen — 
might indicate. The net result of this 
system of regulation by commissions 
is that a large proportion of stockhold- 
ers, and, in some cases, bondholders 
as well, are deprived of the opportunity 
to secure “fair” returns on the capital 
which they have invested in well- 
planned, well-managed enterprises, the 
products of which are in strong de- 
mand. Thus the very people who have 
made possible such wonderful ad- 
vances in comfortable living for the 
public in general are deprived of their 
just returns. 

From the facts set forth, it is ob- 
vious that the existing system of regu- 
lation of public utilities is unsatisfac- 
tory. The crucial question is how to get 
rid of existing evils while still retain- 
ing adequate safeguards for the buyers 
of public utility services, The indicated 
program of reform seems to run along 
the following lines: 


Logical System of Regulation 
l SINCE public utility rates are not 
* readily adjustable, and since pub- 
lic utility employment is relatively 


stable, unions of public utility employ- 
ees should be prohibited by.law from 


since public utility employment ts relatively stable, unions 


q “SINCE public utility rates are not readily adjustable, and 


of public utility employees should be prohibited by law from 
dealing directly or indirectly with questions either of wage 
rates or hours of work. The companies should be allowed 
to hire labor in the open market at the best prices obtainable.” 
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dealing directly or indirectly with 
questions either of wage rates or hours 
of work, The companies should be al- 
lowed to hire labor in the open market 
at the best prices obtainable. All dis- 
putes concerning the treatment of em- 
ployees should be referred to the pub- 
lic utility commission for settlement. 
Employees should be warned that any 
employees striking would be replaced 
at the earliest possible date with other 
permanent employees. 


2 Pustic utility statutes should be 
* amended to provide: 


a. That the minimum permissible 
rates of return on wisely invested 
capital should be equivalent to the 
long-time average rates actually earned 
on investments subject to comparable 
degrees of risk in competitive fields of 
industry. 

b. Concerns operating so efficiently 
as to sell services to customers at rates 
materially lower than those charged by 
other public utilities operating under 
similar conditions should be allowed 
higher rates of return on their invest- 
ed capital. 

c. Every concern should be required 
to express the amount of capital in- 
vested in each year in terms of the pur- 
chasing power of dollars of the specific 
date set by the statute as a base. The 
investments in the different years, 
after having all been converted to dol- 
lars of uniform purchasing power, 
should be added. The total would 
represent the aggregate invested capi- 
tal measured in standard base-date 
dollars. Before computing rates of re- 
turn, all current-dollar net earnings 
should be converted into terms of base- 
date dollars. 


3 THE work of the public utility 
* commissions in connection with 
rate making should be limited solely to 
fact finding, and to presenting the case 
for the customers. 
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4 In each state, a special public 

© utility court should be set up. All 
possible precautions should be taken 
to divorce this court from politics. 
This court should hear the representa- 
tives of the commission and those of 
the company concerned and then rule 
on the issues involved. 


Logic Supporting the above System 


N™ let us consider briefly the 
reasons which make essential 
such changes in methods of regulating 
‘public utilities. We shall take up the 
points in the order in which they have 
just been listed, 

Only the briefest consideration is 
necessary to make obvious the absurd- 
ity of establishing elaborate machinery 
to prevent capitalistic monopolies from 
taking advantage of public utility cus- 
tomers while simultaneously giving 
labor monopolies complete freedom to 
squeeze these same customers to any 
extent deemed profitable, The fre- 
quently advanced proposal that the 
wage rates of public utility employees 
be fixed by the commissions does not 
offer a solution which will protect in- 
vestors, for labor leaders are adept at 
stirring up sympathy for “the under- 
dog” and can thus put political pres- 
sure on the commission in charge. 
Competition is the only force yet dis- 
covered which tends to give a “fair” 
wage to every worker. 

Let us next consider the question 
of a “fair” rate of return. What this 
is should be so clearly defined in the 
statutes as to minimize litigation in 
this connection. The reason for using 
long-time averages of competitive 
rates as criteria is to avoid the neces- 
sity of readjusting public utility rates 
every time that the business cycle 
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causes competitive interest rates to 
vary. 


HE reason for permitting effi- 

ciently managed public utilities to 
enjoy higher rates of net earnings than 
are allowed to the more poorly man- 
aged concerns is to promote efficiency, 
and thus benefit both customers and 
investors. When no reward for effi- 
ciency exists, the natural tendency is 
for management to become lackadaisi- 
cal. 

One reason why, in rate computa- 
tions, all figures should be reduced to 
dollars having uniform purchasing 
power is to stop the endless wrangling 
over rates brought about by every 
change in the price level. Even more 
important is the desirability of protect- 
ing investors in their right to secure 
continuously reasonable returns on the 
money which they have put into the 
enterprise, Since the earnings of pub- 
lic utilities are regulated, the person 
who buys the stocks or bonds of a 
utility corporation sacrifices the possi- 
bility of making large gains if the op- 
erations of the company prove to be 
unusually successful. In return for this 
sacrifice, it is only just that he be pro- 
tected against loss caused by condi- 
tions over which the company has no 
control—for example, currency infla- 
tion by government. Similarly, in times 
of deflation, public utility customers 


are entitled to be guarded against over- 
charging. The reduction of all values 
to dollars having uniform purchasing 
power is by far the simplest device for 
attaining these goals. 


HE last proposal—to take away 

from the commissions (which, in 
practice, represent mainly the custom- 
ers) the power to fix rates—is merely 
to recognize realities. To expect that 
the same group of men can prepare a 
case for one party to a controversy and 
then decide it fairly is to assume that 
the members of the commission are 
superhuman! The customers are en- 
titled to have their case set forth by 
competent representatives, but they 
are not entitled to have their attorneys 
also act as judges in the cases which 
they argue. The public utility court 
offers a reasonable device for improv- 
ing the prospects of obtaining equitable 
decisions. 

All governmental mechanisms thus 
far devised by man have been very 
imperfect, and doubtless the one here 
suggested would prove to be no excep- 
tion to the rule. However, it is offered 
as a logical setup which, in structure, 
is far superior to the one with which 
the public utility industry is now 
afflicted, It would offer to public utility 
investors at least a chance of obtaining 
a square deal—a chance which has long 
been the exception rather than the rule. 





C CyF business wishes to preserve the system in which it has flowered, 
its leaders should think seriously about its responsibility to pro- 
tect and defend freedom in education on higher levels. 

“When Federal support remains as the bulwark of higher education, 
American business mevitably will suffer. It will have none but its 
collective self to blame if the country’s system of higher education is 
permitted to flounder and collapse in the mire of politically dominated 


state control. 


—Henry T. HEAL», 
President, Illinois Institute of Technology. 
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An Editor Looks at 
The “Employees’ Magazine” 


After four decades of service with the same telephone company organi- 
zation, this author, one of the best known and successful of all Beli 
system employee magazine editors, looks back on his editorial career 
honestly and even critically. Has it all been worth while? Is a utility 
employee’s magazine worth if§ keep? What makes a good editor and 
how can he and his employers gauge the effectiveness of his work? 
These are the questions that J. Oliver ‘Martin, for many years editor 
of The Transmitter, endeavors to answer with simple candor. 


By J. OLIVER MARTIN* 


ORTY years ago a hopeful, believ- 
ing, trusting young man fresh 


from a little village in New Jer- 

sey became attached to the payroll of 
the New York & New Jersey Tele- 
phone Company, in its Jersey City 
office. While working at a job in what 
is now the commercial department he 
saw No. 1 of Volume 1 of what was 
probably the first employees’ magazine 
which had ever come to his attention. 
About that time a vocation coun- 
selor at the YMCA told him that he 
probably would be successful as an ad- 
vertising writer. His mother, however, 
said that, in her estimation, that way 
of making a living was in the ,same 
class with telling fortunes. The adver- 
tising manager of the company was 
helpful and, in January, 1913, the 
young man found himself in the adver- 





*For personal note, see “Pages with the 
Editors.” 


tising department of the Chesapeake 
& Potomac Telephone Company at 
Baltimore, 

Part of the job consisted of writing 
items and articles for The Transmitter, 
which had just been established. The 
magazine and the young man started 
out together in the field of employee re- 
lations. He liked the job. It pleased 
him to see in print words that he had 
written, accompanied in some cases by 
his name. 

Present-day readers and editors 
would hardly call the young Transmit- 
ter a magazine. The early issues (for 
the first year) had only 12 pages each 
and no cover. But each issue presented 
a careful job of editing and a good job 
of printing and there was no foolish- 
ness about it. Also, the magazine was 
generously illustrated with good photo- 
graphs. No apology need be made for 
any of those early issues, even though 
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they were small in size. The publica- 
tion was issued twice a month and each 
issue was filled with news of the busi- 
ness and the people engaged in the busi- 
ness. 

Right here, perhaps I may be allowed 
to say that some of the employees’ 
magazines of today seem to be drifting 
away from this idea; their pages seem 
to contain much that has nothing to do 
with business. I know, of course, that 
the editor of such a magazine will im- 
mediately defend it on the ground that 
the reader must be kept interested. 
Which is true. But interested in what? 
The magazine or the business? After 
all, the magazine is not an end in itself ; 
it is merely a medium for creating in- 
terest in the business. 

The Transmitter was definitely a 
magazine with a mission; that mission 
was set forth in no uncertain terms on 
the editorial page of the first issue: 

1. To promote a close understand- 
ing between all workers in the com- 
pany’s service, irrespective of grade or 
nature of work. 

2. To make clear the company’s 
policies, ideas, and aims. 

3. To inform the force in matters 
tending to secure greater efficiency. 


iy is quite clear from the above that 
the editor and his superiors did not 
look upon the job of the magazine as a 
job of entertainment, and they did not 
hesitate to express the hope that, as a 
result of the information and under- 
standing provided by the magazine, the 
employees would be able—and willing 
—to do a better job. The magazine, 
therefore, was to be in the nature of an 
additional tool or piece of equipment. 
The editor referred to it as a “maga- 
zine of helpfulness.” 

Management assumed that the em- 


ployees were interested in the success 
of the business and wanted to do a 
good job. 

The editor, T. T. Cook, who is now 
assistant vice president of the Ameri- 
can Telephone and Telegraph Com- 
pany, made it clear to everybody that 
contributions and comments would be 
welcomed. 

What was discussed in the first 
issue? The feature article was about 
telegrams by telephone. On the edi- 
torial page was a message from the 
vice president and general manager to 
the 4,300 men and women of the or- 
ganization, as it then existed, concern- 
ing their new magazine. There was a 
message from the general commercial 
superintendent about the outlook for 
the new year and there was a word of 
greeting from the president. There 
were pictures of and greetings from 
the department heads. 


HE news items were about such 

things as the pension fund, 
the telephone society, organization 
changes, savings effected by the use of 
automobiles, sales of the service, the 
luncheon and dining rooms, personal 
news of the operating force, a confer- 
ence of commercial officials. And there 
were news notes from the smaller 
towns in the area—Havre de Grace, 
for instance, and Hagerstown, and 
Lynchburg. 

It was “family stuff” but not gossip, 
and most of it tied into the business. 
We didn’t use filler. We didn’t need 
to, because we scouted around and 
found enough material of the right 
kind. We didn’t do anything to “jazz 
it up” but we surely did try to make it 
interesting. 

We felt that what went into the 
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magazine could be made interesting 
for those for whom it was intended 
without putting on any Hollywood 
touches. We were not writing for 
people outside of the organization and 
we wanted to appeal to the mind as well 
as to the eye. I think our early efforts 
in furnishing food for the minds of 
C&P people might be compared to the 
efforts of a mother who is raising a 
bunch of children on a limited budget. 
She wants to make her table attractive 
but she knows that her kids eannot get 
much nourishment out of fine china and 
sterling silver. She knows, too, that 
the food provided should not contain a 
large amount of sweets. 

I sometimes think that present-day 
editors spend so much time and 
thought in ornamenting the table and 
striving to make it clever and unusual 
that they overlook the necessity of pro- 
viding nourishing food for a growing 
family, 


I ALSO have a feeling that an em- 
ployees’ magazine should have 
something resembling a soul as well as 
what we might refer to as a body. The 
body of a magazine is born of the 
knowledge and skill of the editor, with 
the help of various photographers, 
artists, engravers, and printers, the 
number and activities of whom are 
limited only by the size of the annual 


budget. The soul of the magazine is 
the product of those attributes of the 
editor—and the organization—which 
artists and architects, in discussing pic- 
tures and old houses, sometimes refer 
to as “spiritual values’”—and which 
have nothing at all to do with the size 
of the annual budget. 

After a few minutes of study an ex- 
perienced person can appraise the body 
of a magazine. But you cannot in a 
few minutes tell whether or not a par- 
ticular magazine is doing a good job 
among the people to whom it is dis- 
tributed, and whether or not it is worth 
what it costs. We all like a snappy 
printing job, with plenty of high-class 
art work, but we often fail to realize 
that a magazine may be beautifully 
printed in several colors on excellent 
paper and still be a poor investment, 
just as a young man may be as hand- 
some as a movie hero and as clever as 
a radio master of ceremonies and still 
be a spendthrift and a loafer. 


bad cannot find out how good a 
magazine is by listening to the 
artists, engravers, and the printers 
who do the production job. They are 
prejudiced. And you can’t tell by 
listening to the editor if the magazine 
is doing a good job among the people 
it is supposed to serve. The way to find 
out if it is any good or not is to find 


7 


to the artists, engravers, and the printers who do the produc- 


q “You cannot find out how good a magazine is by listening 


tion job. They are prejudiced. And you can’t tell by listening 
to the editor if the magazine is doing a good job among 
the people it is supposed to serve. The way to find out if it 
is any good or not is to find out what the readers think of it 
and what they think of the business and the company.” 
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out what the readers think of it and 
what they think of the business and the 
company. If they feel that the editor 
doesn’t believe what he writes, and that 
the officials say one thing in the maga- 
zine and practice another in the con- 
duct of the business, you may be sure 
that the magazine, whether it costs 
much or little, will not have much 
value. And, if this is the case, it cer- 
tainly isn’t fair to blame the editor or 
the magazine for the weak spots in the 
company policy or the poor quality of 
some of the officials. The president of 
a large telephone company once pub- 
licly stated that you can fool the people 
who work with you and you can fool 
the people you work for, but you can’t 
fool the people who work for you. 

That’s why I don’t like a magazine 
with a lot of propaganda, balanced by 
a lot of miscellaneous reading having 
nothing to do with the business. The 
theory is that the employee will take 
home the magazine to read the enter- 
tainment features and will then pro- 
ceed to read the propaganda. I doubt 
it. It is my guess that such a magazine 
is pretty nearly a total loss. The en- 
tertainment doesn’t do him any par- 
ticular good—at least, as far as bene- 
fits to the company are concerned— 
and he doesn’t bother to read the 
the other. 


W HAT I am trying to say is that the 
magazine does not create charac- 


ter for the company. It merely adver- 
tises existing character and seeks to 
find ways in which the employees may 
have a share in building up that 
character, 

It follows that the editor of an em- 
ployees’ magazine should be not mere- 
ly a person who can make phrases, or 


who knows type and illustrations and 
has clever ideas. He should, in addi- 
tion, have a good understanding of 
management, of policies, and of busi- 
ness in general, and he ought to have a 
large knowledge of and interest in 
human beings, 

The job of an employees’ magazine 
is essentially a personnel job and the 
reason for the existence of the maga- 
zine is the reason for the existence of 
an intelligent personnel program gen- 
erally. 

E. K. Hall, one of the all-time 
high-grade personnel men of the coun- 
try, used to say that the purpose of a 
personnel program is to bring out of 
each man and woman in the organiza- 
tion the best that is in him or her, for 
the good of the individual and the or- 
ganization, and, I suppose we can add, 
for the good of those served by the or- 
ganization, 

And by personnel program I don’t 
mean that which was once known as 
welfare work. The editor of an em- 
ployees’ magazine should never get the 
idea that in performing his duties he is 
on a slumming tour, and that any sort 
of junk he uses to fill up the magazine 
is good enough for those who read it. 
There are, of course, a few near- 
illiterates in every organization, but 
there are also in every organization 
people who are capable of appreciating 
the best the editor has in him in 
thought and literary style and who may 
be his superior in education and cul- 
ture. 


ATE more than a third of a century 

of writing for and editing an em- 
ployees’ magazine, I hope I have no il- 
lusions or delusions and that I have 
learned to see things as they are. 
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The Employees’ Magazine Editor 


“ .. the editor of an employees’ magazine should be not merely a person 

who can make phrases, or who knows type and illustrations and has 

clever ideas. He should, in addition, have a good understanding of 

management, of policies, and of business in general, and he ought to 
have a large knowledge of and interest in human beings.” 





I have come to the conclusion that in- 
telligent humility is one of the greatest 
virtues of a writer or an editor. Abra- 
ham Lincoln was an humble man and 
he wrote deep and stirring thoughts in 
short words and simple phrases. It is 
generally agreed that his Gettysburg 
Address is a masterpiece. I wonder 
how many people know that 76 per cent 
of the words in it are words of one 
syllable. One sentence in that speech 
has been proclaimed by a committee of 
literary judges as the most beautiful 
sentence in English. There are 21 
words in that sentence; 17 of them are 
words of one syllable. 

The editor’s job is not a job of en- 
tertainment. Therefore, the editor 
need not feel called upon to be a per- 
petual wisecracker, buck-and-wing 
dancer, or sleight-of-hand performer. 
He should be a teacher rather than a 
stunt artist, and he should never lose 
sight of the fact that for hundreds, 
perhaps thousands, of people in the or- 
ganization, the magazine is their prin- 


cipal contact with the business in gen- 
eral and with the higher supervisory 
people. 

A teacher’s job is to inform, to in- 
struct, and to inspire. If I tell you that 
a convention is being held in Washing- 
ton this week I am informing you. If 
I tell you how to edit a piece of copy I 
am instructing you. If I put into your 
heart and mind the desire and the in- 
tention to do a better job I am inspir- 
ing you, 


ie is part of the editor’s job to see 
that the information and the in- 
struction are interesting. If the maga- 
zine isn’t interesting you can be sure 
that it isn’t inspiring. 

Making things interesting means 
work, But why shouldn’t an editor 
work? I have no sympathy at all with 
the fellow who feels that because he is 
an editor he should be exempt from the 
mental and physical effort which is re- 
quired from the other laborers in the 
vineyard. 
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Of course, many editors and adver- 
tising men (just like human beings in 
general) hate to think. I once asked 
an assistant to prepare a piece of copy 
for an advertisement. About an hour 
later I found him drawing a border. 
He had not yet written the copy. To 
his mind an advertisement was evident- 
ly not a message, but simply some type 
with a border around it, 

Please don’t think I am ultracon- 
servative. Proper illustration is desir- 
able and so is good layout. Every in- 
telligent editor knows this. But every 
intelligent editor also knows, or ought 
to know, that these things are not the 
message but simply the trimmings. He 
ought to know that art for art’s sake 
or type for type’s sake has no place in 
an employees’ magazine. 

The real test of such a magazine is 
and must always be: Does it sell the or- 
ganization to its people? If it doesn’t 
do this, it isn’t worth boasting about, 
no matter how beautiful it may be as a 
work of art or how clever as a mess of 
words. 


6 ip: president of a large company 
which spends a lot of money in 
advertising, once expressed the thought 
in Printer’s Ink in this way: 

“Every now and then,” said he, “I 
hear about advertising awards. Some- 
body gets a prize for a good-looking 
advertisement. Almost every time I 
hear about these awards I wonder if 
any one connected with them ever 
thought of giving a prize for the ad- 
vertisement that brought in the most 
results to the man who paid for it.” 

Which brings to mind an incident 
which occurred in my office several 
years ago. An advertising man came 
in and laid on my desk two pieces of 


copy. “Read these,” he said, “and tell 
me which will make ’em march against 
the Macedonians.” 

The phrasing of his request was 
based on an incident in ancient history. 
Demosthenes and Aeschines were rival 
orators of ancient Greece. Somebody 
twitted Demosthenes with the state- 
ment that Aeschines was the better 
speaker. “Oh, yeah?” said Demos- 
thenes, or whatever it was the ancient 
Greeks used instead of that phrase. 
“Well, when Aeschines speaks people 
say: ‘What a great orator is Aeschi- 
nes!’ But when Demosthenes speaks 
they say: ‘Let us march against 
Philip! ” 

My friend was seeking a message 
which would sell his goods rather than 
bring him personal compliments. 

It always amuses me to see two edi- 
tors figuratively slapping each other on 
the back regarding the merits of their 
respective magazines. They talk about 
space, type, and a lot of things. But 
hardly ever do they say anything about 
people and what people think. They 
fail to realize that their readers are not 
worrying about type faces but about 
themselves and their jobs. 

Herbert Casson, well-known adver- 
tising man, in speaking about a group 
of allied craftsmen, summed up this 
weakness when he said: 

“Artists paint wonderful pictures 
for other artists to admire, but which 
have no more effect on the public than 
the sighing of the summer wind among 
the trees.” 


|. pew an editor worries his head 
about such things as modern type 
faces and trick photography he ought 
to ask himself these questions: What 
kind of people am I trying to reach? 
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Where do they live? What is their 
social and educational background? 
What do they think about and talk 
about? What are their misunderstand- 
ings, their doubts, their fears, their 
hopes, their ideals? What message do 
I want to get across to them? 

And the only way in which he will 
ever get the answers to these questions 
is to mingle constantly with people in 
all walks of life. You can be a good 
technical man without knowing people, 
but I doubt if you can be an efficient 
editor of an employees’ magazine with- 
out knowing people. 

How are you going to sell ideas to 
streetcar conductors if you never ride 
on a streetcar? How are you going to 
understand people who live in rural 
areas if you have never been nearer to 
a farm than the front seat of a high- 
powered car on the main highway? 

You can’t put across the funda- 
mental facts and principles of your 
business unless you know the business 
and unless you make some effort to un- 
derstand the viewpoint of the em- 
ployees. And you can’t get their views 
by sitting in the editorial chair with 
your feet on the desk. You’ve got to 
get out in the offices, shops, yards, and 
all the other places where the men and 
women of your organization may be. 


A editor ought to know, right down 
to the office boys, the organiza- 
tion of which he is a part. He shouldn’t 


e 


regard himself as an editor, but as a 
telephone man, a railroad man, a gas 
company man, an insurance man, as 
the case may be. If he doesn’t know 
the business and the organization he is 
not a good editor, no matter how much 
he knows about editing. And if this be 
treason I am perfectly willing to let it 
ride. 

The editor should be happy to be ac- 
cepted by his readers as just another 
telephone man—or railroad man, or 
electric light man, or whatever kind of 
man his magazine indicates he should 
be—who is engaged in furnishing 
what should be accurate, timely, use- 
ful, and interesting information on 
affairs interesting to the men and 
women in the organization, who in 
their respective jobs are just as clever 
as he is in his. 

The job of the editor of an em- 
ployees’ magazine for a public utility 
is not an easy one if it is done right. 
A large industrial organization is made 
up of many kinds of people, varying 
in education all the way down from 
the highly trained technical man to 
those with limited education, and in 
viewpoint all the way down from the 
mature department head to the imma- 
ture and recently engaged file clerk, and 
in dignity all the way down from one 
of the vice presidents to one of the mes- 
sengers, and that the message you 
write for one of them may be read by 
all of them, and that if it is read by 


cut it out entirely when the going gets difficult; such a policy 


q “It is a mistake to start a magazine in grand style and then 


is likely to make people think it should not have been started 
at all. Better to start humbly and grow slowly and to con- 


tinue without interruption.” 
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any or all of them it ought to be easily 
understood and worded in such a way 
that it will not arouse resentment. The 
thought that I am trying to put across 
is that an editor’s problem is not con- 
fined to such simple matters as paper, 
print, and pictures, but extends to such 
important and complicated matters as 
human reactions. Always must an edi- 
tor be thinking about people—flesh 
and blood human beings. 


Ae as there are several kinds of edi- 
tors there are several kinds of em- 
ployee magazines. One is the kind 
which management is likely to insist 
on if the editor does not assert himself 
—a magazine which is written and 
edited almost entirely from the man- 
agement point of view. Another is the 
kind of magazine which the editor is 
likely to get out if the management 
does not assert itself—a magazine 
which follows the line of least resist- 
ance and which appeals to the editor’s 
vanity or artistic temperament. The 
third is the kind which many of the 
employees want—a magazine filled 
with pictures, personal references, 
jokes, poetry, fiction, puzzles, and light 
reading generally. The fourth and 
probably the most effective is a com- 
promise, 

The trend in recent years seems to 
be away from writing and towards pic- 
tures. In spite of that old Chinese 
proverb, pictures do not always tell the 
story. If one picture is worth ten thou- 
sand words, what picture would you 
substitute for Lincoln’s Gettysburg 
Address or the Sermon on the Mount 
or Mark Antony’s oration at Caesar’s 
funeral ? 

It is the editor’s job to give manage- 
ment enough of the educational and in- 
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spirational material to justify manage- 
ment in paying his salary and the other 
expenses of the magazine, and it is also 
his job to give the employees enough 
pictures and interesting reading matter 
about the business to justify them in 
taking the magazine home and perhaps 
reading the articles in which manage- 
ment is especially interested. 


AP always there is the element of 

the editor’s self-respect. In try- 
ing to please both management and em- 
ployees he cannot afford to be vulgar 
or dishonest or unfair or unduly flat- 
tering. Always he should keep in mind 
what Polonius said to Laertes: “This 
above all ; to thine own self be true and 
it must follow, as the night the day, 
thou canst not then be false to any 
man.” 

There is one thing which he can do 
to make even management articles in- 
teresting. He can put into his writings 
a little more thinking, a little more 
spirit, a little more romance, a little 
more adventure, a little more imagi- 
nation. 

Everybody wants to be happy in his 
work. Philosophers know that the 
surest way to accomplish this is to 
adopt a wholesome attitude toward it. 
It is part of the editor’s job, through 
his understanding and his imagina- 
tion, to help the employees to see their 
work as something more than just a 
job, something more than merely a 
means of obtaining bread and meat. 

While the editors of all the em- 
ployees’ magazines think they are aim- 
ing at the perfect publication, some of 
them may find themselves in the posi- 
tion of the manager of a clothing store 
about which somebody told me a little 
story. The story goes that a man from 
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Magazine’s Appeal to All Employees 


=>)" of the difficulties of the employee magazine today is that 
companies have grown very large. There are many groups, 
and they are not all interested in the same things. One magazine may 
have to appeal to ten thousand people in several states, of both sexes, 
and of all degrees of education and social background. The trained 
engineer gets the same magazine as the file clerk and, because it is de- 
signed to appeal to both, it may be that it appeals to neither.” 





the Blue Ridge mountains went in the 
store to make a purchase, but couldn’t 
get what he wanted in either goods or 
service. On his way out he saw a big 
sign on the wall and asked the manager 
to read it for him. The manager read: 
“We aim to please.” Then he asked 
the stranger if there was anything the 
matter with the sign. The mountaineer 
said: “Oh, the sign is all right. It is 
very pretty. But I think you city fellers 
need a lot of target practice.” 


_— has gone before in this 
article is pretty general in nature. 
Perhaps some of the readers would 
like to have some specific suggestions. 
It may be that a utility executive is 
thinking about starting an employees’ 
magazine and is wondering if it is 
worth while. 

The answer to that depends largely 
on what the man has in mind. If he 
wants a magazine in order that he and 
his associate executives may bask in 


favorable publicity he would be wise to 
forget the whole idea. Employees are 
not interested in seeing the “big 
bosses” glowingly portrayed, unless 
they are presented in connection with 
something that is news. And even then 
the editor should be sparing in his use 
of complimentary adjectives. 

I would likewise suggest that the 
executive forget the whole idea if he 
has in mind using the magazine to cov- 
er up weakness in the management or 
in the business. Unless the business is 
conducted on a fairly high plane, the 
less boasting about it the better. In- 
deed, unless you have a good reason 
for starting a magazine and know ex- 
actly what that reason is, and are will- 
ing to do something definite about it, it 
would be wise to wait. 

Don’t start a magazine in order that 
you may preach “the American way of 
life.” It’s my guess that employees are 
a little tired of the subject. A little 
practice in this respect is better than a 
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AN EDITOR LOOKS AT THE “EMPLOYEES’ MAGAZINE” 


lot of preaching. I once heard two 
utility executives discussing employee 
relations. “How can we be sure,” 
asked one, “that our employees are 
loyal to the company?” The other— 
and it seems to me the wiser—said 
something like this: “What we want 
to be sure of is that the company is 
loyal to the employees.” 


A question which is likely to 

be asked is what does a magazine 
cost. The answer is that it costs 
enough to justify careful watching. 
The tendency of magazine costs is to 
climb. Aside from rising prices in gen- 
eral, there is always the editor’s pride 
and the company’s pride and the boss’ 
pride. Everybody wants a good-look- 
ing magazine. And there’s always the 
element of keeping up with the Jones 
crowd. The boss receives a copy of a 
magazine published by a company in 
another city. He sends it to the editor 
with a note: “Why can’t we have 
something like this?’ The editor is 
willing to oblige. He is sure that a bet- 
ter magazine is always in order. The 
magazine gets bigger and better. Then 
a depression strikes. The poor maga- 
zine is treated like a beggar. Maybe 
the editor loses his job. 

It is a considerable source of pride to 
me personally that we have always 
tried to do a good job ona limited budg- 
et and that when the last depression 
came along we managed to get out 
some sort of magazine each month 
while some of the more expensive type 
of employees’ magazines folded up al- 
together. It is a mistake to start a 
magazine in grand style and then cut it 
out entirely when the going gets diffi- 
cult; such a policy is likely to make 
people think it should not have been 
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started at all. Better to start humbly 
and grow slowly and to continue with- 
out interruption. 


iy I were a utility executive today I 
think I would hesitate about start- 
ing a magazine of the eye-appeal kind. 
There’s too much competition, what 
with motion pictures and television and 
magazines of the Look and Life type. 
I probably would be content to get out 
a series of bulletins for the employees 
—giving them plenty of reliable, help- 
ful, up-to-date, interesting informa- 
tion about the business and the people 
in it. I would make those bulletins of 
sufficient frequency as to insure fresh- 
ness of material and of sufficient 
brevity to insure the bulletins being 
read. And perhaps I would have dif- 
ferent bulletins for different groups, to 
get a little closer to each group. Em- 
ployees want to be a part of the team; 
they want to work for a successful 
company and one which enjoys the re- 
spect of the public. But they don’t want 
the coach to be lecturing them all the 
time, and they want an occasional turn 
at the bat. 

‘One of the difficulties of the em- 
ployee magazine today is that com- 
panies have grown very large. There 
are many groups, and they are not all 
interested in the same things. One 
magazine may have to appeal to ten 
thousand people in several states, of 
both sexes, and of all degrees of edu- 
cation and social background. The 
trained engineer gets the same maga- 
zine as the file clerk and, because it is 
designed to appeal to both, it may be 
that it appeals to neither. 


OF magazines do not have this 
problem — at least, they do not 
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have it to the same degree. A magazine 
for stamp collectors is usually read by 
stamp collectors only. A magazine for 
executives is for executives and for 
those who hope to become executives 
and who are willing and eager to read 
articles which will help them in their 
journey toward their goal. The editor 
does not have to “jazz it up” in order 
to have it read. 

Perhaps I might offer a suggestion 
or two to executives who have a mag- 
azine at present and who intend to keep 
it. 

The first of these is simply this: 
Don’t make the editor unhappy by con- 
stant meddling. Decide how much 
money you want to spend and what 
kind of magazine you expect. Pass this 
information along to the editor and 
give him an opportunity to show what 
he can do, If he spends too much 
money or doesn’t give you what you 
want, check with him to see if there 
is any misunderstanding. But don’t 
try to edit the magazine. And be sure 
you know what you want. Some execu- 
tives don’t. And they seem to feel that 
the editor is not doing a good job if he 
fails to read their minds. 

Expecting an editor to know what 
you want if you fail to tell him is like 
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walking into a restaurant and asking 
the waiter to bring you food, Let’s 
suppose he brings you a steak. You 
look at it and say peevishly: “That's 
not what I want.” He makes a second 
try and brings you chicken. You look 
at it without enthusiasm and ask: 
“Haven’t you got anything else?” He 
comes back with roast lamb and you 
say: “Maybe a fruit salad would be 
nice.” 


I’ you did that I feel confident that 
there are waiters, especially in some 
of the cheaper places I have frequented 
in less prosperous days, who would 
offer you a suggestion as to where you 
could go. Of course, an editor can’t do 
that—especially if he wants to keep his 
job — but you can’t stop him from 
thinking. 

And perhaps I might offer a sugges- 
tion to the editors. The magazine may 
be your “baby,” your pride and joy 
and all that sort of thing, but to the 
company it is an investment — or it 
ought to be. And it ought to pay divi- 
dends—dividends in the way of greater 
interest in the business on the part of 
the employees, greater loyalty to the 
organization, and therefore better 
work, 





ga ny policy in this country has long recognized that 
four or five utilities serving the same area can be an 
undesirable form of competition. For that reason utilities are 
regulated and controlled by both state and Federal government. 

“TVA, on the other hand, is a monopoly that regulates 
itself. Power consumers in the area may or may not like TVA 
policy. There is ample evidence that some of them don’t. But 
like it or not, they will take what they get unless they can prevail 
upon Congress to turn the heat on the authority.” 


—EpiToriAL STATEMENT, 


Chicago Journal of Commerce. 
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Special Rate Problems 
Of the Bus-transit Utilities 


A discussion of the desirability of considering opera- 
tion ratio as a basis of rate making for bus companies. 


By JOHN F. CURTIN* 


HE function of determining an 
adequate return for a public util- 


ity by a regulatory commission 
involves considerably more than a mere 
arithmetical application of a nominal 
interest rate to the value of the com- 
pany’s property in the public service. 
Corollary with fixing the amount of 
return to be allowed is the necessity 
for providing some protection against 
its loss due to risk inherent in the op- 
eration of the business, Of even 
greater significance, however, in es- 
tablishing utility rates is the necessity 
for assuring continuation of adequate 
service to the public, and the need for 
revenues sufficient to enable the com- 
pany, under economical and efficient 
management, to provide such service. 
The importance of this latter aspect 

is brought sharply into focus in rate 
making for a bus company engaged in 
local transportation. With other utili- 


*For personal note, see “Pages with the 
Editors.” 
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ties, the financial requirement for con- 
tinued service, together with that for 
return to investors, protection of risk, 
and attraction of needed capital, is 
provided by adjusting the rate of re- 
turn allowed on the value of invested 
property. 

Plant investment aggregates three 
or more times the utilities’ annual 
revenue, thereby providing a substan- 
tial rate base for production of a suffi- 
cient return at the allowed rate. But, 
for a bus company, the value of op- 
erating property is only a fraction of 
its annual revenues ; the rate base is so 
narrow that the use of any rate of re- 
turn normally considered produces a 
wholly inadequate amount to protect 
either the service or the investment. 

Evidence of the wholly different 
nature of bus companies as compared 
with other utility enterprises is shown 
by the comparative ratios of gross 
plant investment to annual revenues in 
1947: 
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Ratio of 
Gross Plant to 

Utility Group Annual Revenue 
117 Electric companies ........ $3.95 
53 Gas companies ............ 3.72 
7 Telephone companies ...... 3.41 
6 Water companies .......... 8.14 
12 Street railway companies... 2.33 
12 BUS COMPANIES ...... 95 


For each of the other utility groups, 
the total capital requirements are sev- 
eral times those of bus companies for 
the same volume of business. While 
this investment must also be protected 
against a sustained loss, it nevertheless 
does serve in the case of electric, gas, 
and other utilities as a substantial 
cushion to absorb rapidly rising oper- 
ating costs until appropriate adjust- 
ment can be made in their utility rates. 
The broad rate base provides a mar- 
ginal zone between the point where a 
company is earning an insufficient re- 
turn and the point of actual loss from 
operations. But little such cushion ex- 
ists for a bus company, due to the com- 
parative insignificance of its rate base 
in relation to the volume of business 
handled, 


HE difference among these utility 

groups is even further emphasized 
when comparison is made between the 
net value of operating property in re- 
lation to gross revenues : 


Ratio of 
Net Plant to 
Utility Group Annual Revenue® 
117 Electric companies ......... $3.08 
53 Gas companies ............ 2.83 
7 Telephone companies ....... 2.29 
6 Water companies .......... 6.76 


12 Street railway companies ... : 
12 BUS COMPANIES ...... 53 


For the same dollar volume of serv- 
ice to the community, a bus company 





1Survey of utility securities, Jay Samuel 
Hartt, Chicago, Illinois. 

2Survey of utility securities, Jay Samuel 
Hartt, Chicago, Illinois. 
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only utilizes 10 to 25 per cent of the 
plant required by other utilities. De- 
termination of return solely on the 
basis of net plant investment would 
yield only a similar fraction in amount 
for the same dollar volume of business 
handled and a greater dollar volume 
of business risk. The principles applied 
to other utilities in determining rates 
hardly can be applied to this industry, 
therefore. To do so only means that 
the street railway is entitled to earn 
three times as much return for han- 
dling the same number of passengers 
over the same distance — more than 
likely with less comfortable equipment 
and at a slower speed. With a bus com- 
pany, consideration must be given 
primarily to the needs of the operation 
for sufficient revenues to enable it to 
meet operating expenses over a reason- 
able period, and earn a profit after pay- 
ment of income taxes, without attempt- 
ing to set a rate of return based on the 
value of operating property or net 
worth. 


8 ger in manufacturing and 
trade industries, rapid turnover 
of capital is indicative of good finan- 
cial management. The objective is to 
utilize plant and equipment to an extent 
consistent with the lowest operating 
cost and carry a minimum of inventory 
and other fixed costs necessary to op- 
erate efficiently. A high rate of capital 
turnover normally indicates a flexible, 
progressive enterprise. Application of 
historical principles of rate making 
such as generally are applied to other 
public utilities, however, would penal- 
ize a bus company for the exercise of 
good financial management in this 
respect. A bus company performs the 
same service that would be provided 
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by a street railway property, with only 
a fraction of the investment in operat- 
ing property required by the traction 
company, To the traveling public, bus 
operation is faster and more attractive. 
It hardly can be held to be in the public 
interest to penalize the modernization 
of local transportation by adopting the 
same principle of valuation for both 
types of service, when the more modern 
bus operation provides superior service 
and yet only requires a fraction of the 
operating plant. 


High Proportion of Labor Costs 


HE cost of conducting a business 
may be broadly divided into three 
components: (1) labor, (2) materials 
and services, and (3) capital. In a pe- 
riod of inflation, the proportion which 
each of these components represent of 
total operating costs and the degree to 
which each is subject to inflationary 
pressures determine the margin of pro- 
tection required by the_ business. 
Particularly with the sponsorship of 
militant labor leadership, payroll costs 
have been the most rapidly rising ele- 
ment of operations. Not only have 
labor costs advanced higher, but they 
are the least flexible item of expense 
in operation of a business. The costs 
of materials and services have risen 
substantially during the last few years, 
reflecting pay raises in the industries 
supplying this component, but due to 
high volume production, the rise has 
not been as great as the cost of labor. 
The proportion of labor costs to the 
total cost of operations represents, 
therefore, the degree to which a par- 
ticular industry is vulnerable to infla- 
tionary pressures. 
In 1947, the cost of labor for local 
transit companies amounted to 56.8 per 
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cent of gross revenues, according to a 
recent analysis by Standard & Poor’s 
Corporation. 

This compares with other utilities 
as follows: 


Salaries and Wages 
As % of Gross 
Revenue 
1945 1946 1947 
Operating Electric Companies 17.0 19.0 19.7 
52.1 47.7 


Class I Railroads 41.4 
Natural Gas .- 
Telephone 

TRANSIT 

Not only is the transit industry bur- 
dened with labor costs which are 20 
to 190 per cent greater, but the rate 
of increasing cost from one “round” 
to the next is two to five times of other 
utilities, 


Bb Bw significance of relative labor 
costs can readily be demonstrated 
by the effect which the same wage in- 
crease has upon each of these utilities. 
If labor leaders should decide that a 
10 per cent increase, for example, is 
the minimum acceptable to them, such 
a grant would involve an immediate 
increase of almost 6 per cent in the 
operating cost of a bus company. The 
same wage increase granted to the 
employees of an electric company, 
however, would only mean an increase 
in operating expenses of 2 per cent. 

It is readily understandable then 
why transit companies are in a far more 
precarious position financially in a 
period of rising wage rates, particular- 
ly when the only remaining opportunity 
to absorb these costs is reduction of 
service to the public. In establishing 
rates, consideration must be given to 
these basic differences among utilities 
and, particularly, to the criterion which 
reflects the impact of prevailing condi- 
tions upon them. 
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High Costs of Materials and Services 


¢ ‘+ costs of materials and services have risen substantially dur- 
ing the last few years, reflecting pay raises in the industries 
supplying this component, but due to high volume production, the rise 
has not been as great as the cost of labor. The proportion of labor costs 
to the total cost of operations represents, therefore, the degree to which a 
particular industry is vulnerable to inflationary pressures.” 





Significance of Operating Ratio 


I* analyzing the financial well-being 


of an enterprise, one of the most 
significant yardsticks is the operating 
ratio. “Operating ratio” is the propor- 
tion which direct operating expenses 
represent of total operating revenue. 
For a bus company, direct operating 
expenses include maintenance and op- 
erating costs, depreciation, and taxes 
related to vehicular operation, such as 
gasoline taxes, registration fees, and 
similar items. The “operating ratio” 
does not take into consideration income 
derived from other activities than 
transportation, interest on debt, mis- 
cellaneous income charges, state or 
Federal income taxes, 

The primary significance of operat- 
ing ratio is that it affords a ready 
measure of proximity to the break-even 
point, It measures how close a company 
is to barely meeting its operating ex- 
penses, which in turn determines the 
margin of income protection for in- 
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vestors. Furthermore, the rate of 
change in operating ratio from one 
period to another reflects the leverage 
which economic forces have upon the 
financial condition of the business. This 
latter aspect is particularly important 
in present years because of the marked 
decline in traffic coupled with rising 
expenses and the lag in obtaining fare 
adjustments, 

For years the Interstate Commerce 
Commission has made extensive use 
of operating ratio as the basis for 
determining the financial well-being 
of rail carriers. More recently, it has 
adopted this criterion in rate making 
for motor carriers. Recognizing the 
relatively low amount of fixed charges 
for motor carriers and the narrow 
spread between a company’s net op- 
erating revenue and its net income, the 
Interstate Commerce Commission has 
turned to operating ratio as a more 
realistic measure of a company’s con- 
tinued ability to function. 
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The high operating ratio under 
which trucking companies operate was 
the basis for a rate increase® granted 
in 1943, notwithstanding the fact that 
it.resulted in an annual return of ap- 
proximately 30 per cent on the value 
of operating property, after providing 
for income taxes. This same principle 
was also used in granting a rate in- 
crease to motor carriers early in 1948. 
Some state commissions, Massachu- 
setts and Illinois particularly, have also 
given this aspect particular attention 
in considering fare applications for 
motorbus companies. 


Range of Operating Ratio 


ae of the narrow margin 
within which the local bus industry 
operates in comparison with other utili- 
ties is reflected in their operating ratios 
for 1947: 
Utility Operating Ratio 
Operating electric companies ... 
Gas companies 
Class I railroads 
Water companies 
Telephone companies 90.4 
CLASS I MOTOR CARRIERS 
(a) INTERCITY 85.6 
(b) LOCAL anp SUBURBAN 92.4 
Except for the telephone industry, the 
margin of safety against rising costs 
in other utilities is two to four times 
that of the local bus industry, 

The effect of this is demonstrated 
by considering what happens to gross 
income in each of these utilities as re- 
sult of the same increase in operating 
expense. The chart on page 223 il- 
lustrates the drop resulting from a 5 
per cent rise in operating costs with 
no changes in revenue. The income of 
the typical water company is reduced 
7.6 per cent, while that of the operat- 


3 Increased Common Carrier Truck Rates in 
the East. 42 MCC 633. 
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ing electric company declines 16 per 
cent. Meanwhile, however, the same 5 
per cent increase in costs cuts the typi- 
cal local bus company’s income 61 
per cent—a reduction four times that 
of the electric property, eight times 
greater than that of the water property. 


I F economic conditions held stable at 
the present levels, so that traffic 
volume remained relatively constant 
and the proportion of labor costs was 
unchanging, most bus companies would 
be in position to provide satisfactory 
service and realize an adequate return 
on a rate of fare adjusted for an 
88-90 per cent operating ratio, This 
ratio would yield a net income after 
taxes in the order of 4 to 6 per cent 
of gross revenues, depending upon the 
amount of debt outstanding, income 
taxes, etc., and a somewhat higher per- 
centage return on net investment in 
most cases. The same would be true 
if traffic volume or gross revenue was 
rising by the same relative amount as 
operating expenses, such as has been 
the case with some other utilities and 
most industrial groups during recent 
years. 

While the situation may vary in 
some instances, an operating ratio 
above 90 per cent generally is warning 
of impending difficulties. Not infre- 
quently, the first manifestation is a ris- 
ing number of complaints regarding 
service. With an operating ratio in the 
low 90’s, management is without lee- 
way in adjusting schedules to accom- 
modate shifting traffic and, therefore, 
in a constant turmoil to keep operations 
at a profitable level. Even with stable 
business conditions in a community, 
traffic on a particular bus route will 
change 10-15 per cent in a short period 
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Intercity carriers 
Local/suburban carriers 


before any adjustments in service can 
be made. Any company in a tight finan- 
cial situation is hardly in position to 
add extra service on a line with a 
temporary overload; the management 
is disinclined to incur the added operat- 
ing costs, even with equipment avail- 
able. 


HE result frequently is an incon- 

gruous situation: The company 
complains of barely being able to meet 
its expenses but the public refuses to 
believe it, since the busses are over- 
crowded. “With people jammed in the 
aisles, how can they possibly be losing 
money,” the average citizen feels. Few 
realize the direct cause and effect re- 
lationship—that service is inadequate 
because the company is in a tight strug- 
gle financially, 

Under present economic conditions, 
with a constantly declining traffic 
volume coupled with rising labor and 
material costs, the same operating diffi- 
culties for bus companies are met with 
an operating ratio in the high 80’s. To 
provide a minimum leeway for opera- 
tional changes and allow for the 
vicissitudes of traffic volume and rising 
expenses, it is necessary to adjust fares 
to an operating ratio of 85-87. 

In the typical case, this ratio would 
provide a net income after taxes of 6 
to 9 cents on the sales dollar. Compared 
with other industries, regulated and 
nonregulated, this proportion is rela- 


Operating Ratio Increase 
5 1946 1947 In% 
792 856 153 
82 924 108 


tively meager. However, the low capi- 
tal requirements in the industry hardly 
will justify a higher proportion, in the 
absence of particular circumstances. 


N fact, from an accounting view- 
point solely, the yield from a typical 
bus company’s income statement at 85 
per cent operating ratio is not unlikely 
to appear excessive on the basis of net 
investment. Any such limited analysis, 
however, fails to take into considera- 
tion the changing picture in this indus- 
try and the pace at which declining 
traffic and rising costs alter that pic- 
ture. It is only necessary to examine 
the industry’s experience during the 
past few years to see the comparatively 
short period over which any surplus 
might be accumulated, 

The increase in operating ratio for 
all Class I motor carriers reporting to 
the Interstate Commerce Commission 
from 1945 to 1947 was as outlined 
above. 

With an over-all rate of increase of 
5 to 74 per cent annually, an operating 
ratio of 85 only affords twelve months’ 
protection against the recurrence of 
financial difficulties. Inasmuch as this 
is the usual period of the labor agree- 
ment, which governs the major ex- 
pense element, it is felt that twelve 
months’ margin is the minimum leeway 
to allow a carrier if he should be ex- 
pected to provide adequate service to 
the public. 
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Open Season on 
River Valley Authorities 


As the Tennessee valley project passed its fifteenth milestone, 

the 81st Congress considered President Truman’s advice to 

apply its “lessons” to “our other great river basins.” A review 
of recent publicity, critical and otherwise, on TV A. 


By GERALD M. WHITRIGHT* 


was wearily sifting through the 
avalanche of the annual reports 
and statements which descend upon the 
nation’s capital shortly after New 
Year’s Day, his eye came across a 
modest salmon covered booklet (300- 
odd pages), entitled Annual Report 
of the Tennessee Valley Authority. It 
covers fifteen fiscal years of operation. 
To those who were in at the birth 
of TVA, so to speak, the sudden 
realization that TVA is now a grown- 
up child of the Federal government, 
causes a bit of nostalgic twinge and a 
consciousness of gray hairs. It is 
something like reading in the paper 
about Shirley Temple having a baby, 


A ies the other day as this observer 


*Of the editorial staff of Pusiic Urtitities 
ForTNIGHTLY. 
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or Jackie Coogan suffering from bald- 
ness, 


iy seems like only yesterday that the 
late Senator Norris, independent 
Republican of Nebraska, pleaded in 
Congress for the paltry sum of $50,- 
000,000 to get TVA started as an inde- 


pendent going concern. Then our 
reminiscences flashed back over a pro- 
cession of other scenes—the contro- 
versy over the first “yardstick rates” ; 
TVA counsel, John Lord O’Brian, con- 
ceding in the Supreme Court argument 
that TVA had no right to operate a 
steam plant; the ouster of Dr. Morgan 
for “contumacious”’ conduct ; the $80,- 
000,000 deal between Director Lilien- 
thal and Wendell Willkie; the Oak 
Ridge atom plant ; and now a revival of 
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the steam plant controversy, which 
also was featured in the 80th Congress. 
This procession of things past makes 
us realize that TVA really has seen 
plenty of action, in its fifteen fiscal 
years of operation. 

But more than that, one senses from 
some recent reports on TVA that a 
more mature and disinterested judg- 
ment about the nature of its operation 
is in the making. True, there are still 
a lot of American citizens who think 
about TVA as they think about religion 
—either believing in it as a wonderful 
revelation, or scorning it as an eco- 
nomic heresy, 


OF realistic attempt to balance the 
pros and cons of TVA and the 
“authority” concept was a book pub- 
lished last year entitled Authority in 
TVA Land, by W. V. Howard (186 
pages, Frank Glenn Publishing Com- 


pany, Inc., Kansas City, Missouri). 
The author is a geologist by profes- 
sion, who taught for a number of years 
at Williams College and the University 
of Illinois, 

He finds that TVA’s engineering 
and constructing has been excellent, 
within the framework of the multi- 
purpose pattern laid down for TVA. 
He finds that TVA’s management, 
especially at the top level, has been sin- 
cere, competent, and aggressive. As to 
the benefits of TVA, however, he en- 
tertains doubts as to its financial suc- 
cess. As to its claimed “savings,” he is 
frankly skeptical. As to the “‘authori- 
ty” idea, itself, Howard is definitely 
opposed. 

He feels that the intrusion of a 
supergovernment between the levels of 
the Federal Congress and the states— 
but strictly answerable to neither—is 
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so dangerous that some other method 
of control should be found, even at the 
risk of not doing the job so well. He 
charges TVA with tending to become 
more a law itself, as its strength and 
states and overawe the Federal Con- 
reputation dominate the subservient 
gress. In its avowed effort to avoid 
centralization of authority in Wash- 
ington, he thinks the TVA idea has 
fallen (from a democratic standpoint) 
between the two alternatives, Federal 
and state responsibility. The last para- 
graph of his book reads: 

To the America of today, the proper 
course of action seems to be to abolish the 
authority, retain its contributions to the idea 
of regional development of water resources, 
turn its useful functions over to existing 
agencies, and write the remainder off the 
books as a necessary cost of experience. 
TVA’s own fifteenth annual report 

presents, of course, a far more optimis- 
tic picture. Power revenues in the valley 
totaled $48,770,000 in 1948, while 
flood-control and improved navigation 
operations on the Tennessee river re- 
sulted in savings of $14,600,000 and 
$3,000,000, respectively, the report 
said. It also asserted that the rate of 
economic progress in the region was 
appreciably ahead of the rate for the 
nation asa whole, 


HE report stated that the nation 
is profiting in many ways from its 
investment in the Tennessee valley re- 
gion. The proportion of individual 
Federal income taxes from the seven 
valley states has steadily increased and 
the cumulative increase from 1933 to 
1947 has amounted to $2 billion addi- 
tional revenues to the Federal govern- 
ment, it added. 
“On the basis of past experience 
and foreseeable future needs,” the re- 
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Tennessee Valley Authority 


ag ban the first decade of its life TVA was an experiment; backed 

by smart and resourceful promotion—not to use that vulgar word 

‘propaganda.’ For the last five years, it has been busy with its wartime 

duties and postwar consolidation. Now, Congress seems disposed to 

take a good look at TVA before wrapping up any more of our river 
valleys along the same pattern.” 





port predicts, “it appears that by 1952 


the region will need, at a conservative 
estimate, 18 billion kilowatt hours. 
This amount of power is more than 
the present integrated system, with 
nearly 2,600,000 kilowatts of installed 
capacity plus the 883,000 kilowatts of 
hydro capacity being installed in the 
region, can provide. The TVA faces 
a vital need for a large addition to its 
steam-electric generating capacity to 
‘firm up’ hydro power and provide pri- 
mary power sufficient to meet the 
needs of the region for which it is the 
sole source of power supply.” 
Practically two-thirds of the report 
consists of formal legal power con- 
tracts and agreements with municipali- 
ties, cooperatives, industries, and pri- 
vate power companies ; all verbatim. 


UITE a different picture of TVA 
was presented in another recent 
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booklet (22 pages—published under 
the sponsorship of the National Asso- 
ciation of Electric Companies, en- 
titled TV A’s New Design for Pow- 
er, As explained in a foreword by P. 
L. Smith, president of the NAEC, this 
booklet purports to present facts about 
TVA’s request for a steam plant at 
New Johnsonville, 

The tone and aim of the publication 
are set forth clearly in an early para- 
graph of Mr, Smith’s introductory 
page which reads, “The steam plant 
would put the Federal government out- 
right into a commercial business, 
opening the way for nationalizing that 
business. The precedent would be cre- 
ated for the nationalization of other 
businesses.” 

The story told by Mr. Smith is well 
known to most persons engaged in the 
electric utility business, but the feature 
of the booklet is the simple and con- 
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vincing manner in which the situation 
is presented. For example, it explains 
that the benefits the TVA area enjoys 
are made possible only because the tax- 
payers in the rest of the nation help 
pay for them. It is also clearly shown 
that private industries operated for 
profit and competing with industries in 
other sections of the nation are heavy 
users of this subsidized power. This 
latter fact probably is not generally 
recognized by the public, nor by some 
of the new Congressmen. 

The body of the booklet is set up in 
what is commonly called the question- 
and-answer form. For instance: 

Who pays for this? You do. Your share 
in the costs of government is all the greater 
because of the government’s loss of revenues 
resulting from making enterprises tax-free. 
The interest the government pays on the 
funds it advances TVA without interest is 
paid by the taxpayers. Other privileges of 
TVA are maintained at the cost of the tax- 
payers. 

Come weeks earlier—shortly be- 

fore the election in fact—the 
United States Chamber of Commerce 
analyzed the operations of TVA in a 
more formal study, entitled The Real 
Cost of TVA Power (91 pages), writ- 
ten by C. J. Green, engineer and ac- 
countant, formerly with the Federal 
Power Commission, and at one time 
chief engineer of the Oregon Public 
Utilities Commission. This booklet 
claims that TVA has been able to main- 
tain its operations and rate position 
only because of “enormous” advant- 
ages such as taxpayers’ subsidies, low 
government interest rates, and its own 
method of computing costs. 

The analysis, the chamber said, “cor- 
rects some popular and glaring misap- 
prehensions” about the TVA, one of 
the first major projects of the Roose- 
velt New Deal. The study said there 
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is an “enormous difference” between 
computed direct costs under the TVA 
accounting system and costs, including 
interest and taxes, if the big project 
were under private management. This 
difference was termed “the measure of 
the taxpayer’s subsidy.” 

Green based his study upon the two 
basic questions of what TVA has cost 
the United States Treasury — and 
taxpayers — since it was created in 
May, 1933, and what the results would 
be if the TVA were owned by a private 
utility company operating under a Fed- 
eral Power Commission license. 

Green found that from May, 1933, 
through June 30, 1946, the period 
covered by the analysis, Treasury 
funds invested in all TVA activity 
totaled $742,386,524. From this he 
deducted $74,525,261 in Treasury in- 
vestments for projects not connected 
with river power and added $44,394,- 
436, representing water-power invest- 
ments “omitted” by TVA in its ac- 
counting system, and arrived at a net 
power investment of public funds 
totaling $712,255,699. 


"Pipe rape the taxes paid by TVA 
with the taxes of ten neighboring 
private utility systems, Green found 
that the TVA, since its creation, has 
been obliged to pay $155,287,363 less, 


in lieu of taxes. The author further 
charged that TVA has not been obliged 
to pay interest on Treasury investments 
in its power operations. This total un- 
paid interest was placed at $78,309,- 
109. 

Attention is invited to the fact that 
Treasury interest rates are not avail- 
able to private utilities, Green com- 
mented. Such companies must finance 
through private investment agencies. 
FEB, 17, 1949 
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TVA pays no interest on Treasury in- 
vestments. 

Green asserted that in view of these 
public investment, tax, and interest 
factors, the difference between com- 
puted costs under the TVA accounting 
system and costs if the project were 
under private operating amounts to 
“well over 100 per cent.” Referring to 
the comparisons TVA _ enthusiasts 
make between TVA rates and the 
rates of private utilities which are not 
subsidized by public funds, Green com- 
mented : 

... this analysis might be summarized by 
the statement that there is a hope that TVA 
power plants can sometime earn enough to 
pay only the accumulated losses to the Treas- 
ury at a riskless 20-year interest rate. In 
equity to the remainder of this nation, TVA 


rates should be increased enough to absorb 
the full amount of the tax loss. 


i his preface to the report, D. J. Guy, 
manager of the chamber’s natural 
resources department, raised the ques- 
tion of whether power is a function of 
the Federal government and an obliga- 
tion of the nation’s taxpayers. He as- 
serted that TVA’s proposal to expand 
its operations into the fuel-generated 
power field “would open wide the 
door” for the Federal government to 
enter the power business anywhere in 
the country. 

Despite these critical reports there 
seem to be few men in public life to- 
day who do not profess some degree 
of admiration for TVA and its accom- 
plishments to date. Yet, despite Presi- 
dent Truman’s prodding and_ his 
thumping big majority in the 81st 
Congress, the lawmakers seem reluc- 
tant to follow up TVA with additional 
river authorities. Why? Probably the 
answer is that the ferment of honest 
criticism is beginning to work. For the 


first decade of its life TVA was an ex- 
periment; backed by smart and re- 
sourceful promotion—not to use that 
vulgar word “propaganda.” For the 
last five years, it has been busy with its 
wartime duties and postwar consolida- 
tion. Now, Congress seems disposed 
to take a good look at TVA before 
wrapping up any more of our river val- 
leys along the same pattern. 


" @ peter we government departments 
are frankly jealous and apprehen- 
sive of this new hybrid in government 
operation. Many state governors and 
many local and regional groups do not 
like the idea at all. 

On one side, we have the TVA pro- 
ponents, who say it is an ideal com- 
promise between centralization and 
local area limitations—one which has 
“paid out” the equivalent of taxes, in 
addition to bringing vast benefits and 
ultimate national profits to the taxpay- 
er. Its conservation of soil and promo- 
tion of natural resource development, 
and recreational facilities are said to 
be the direct fruit of its “comprehen- 
sive” regional autonomous approach 
to a bundle of problems which cannot 
and should not be solved by piecemeal 
development, 

On the other side, its critics claim 
that TVA is a bankrupt institution 
which cannot pay the equivalent of 
taxes because it eats taxes instead of 
paying taxes. It is said to keep a 
crooked set of books and to misrepre- 
sent its true financial status by dodging 
the usual burdens and responsibilities 
of similar enterprise under private 
business control. Its “yardstick” is 
called a discredited fake no longer 
championed even by TVA zealots. The 
very fact that TVA now wants a steam 
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plant, is held to be a confession of 
TVA’s original refusal to believe that 
modern steam engineering can produce 
power more cheaply than over-all river 
development, Oak Ridge had to build 
its own steam plant, they point out, and 
TVA bought its surplus. 


ponte between these two ex- 
tremes, Congress will decide. Per- 
haps even more significant from the 
standpoint of a possible socialistic trend 
was the recent hint of President Tru- 
man of the entry of the “yardstick” in 


other industrial fields—steel or perhaps 
copper, 

Is this the thin edge of the wedge, 
the foot in the door, the “down 
payment” argument that has character- 
ized TVA’s steady march to power and 
a permanent place on the American 
scene? Is the steel industry, today, in 

* the same spot where the electric power 
industry stood, during the pre-TVA 
era of the Norris agitation? If so, 
where do we go from here? Maybe Sir 
Stafford Cripps could give us a few 
pointers. 





Shall the Government Do Everything? 


€¢ AccoRDING to a news article in the New York Herald 

Tribune, Henry J. Kaiser has called for a ‘greatly 
increased program of public power development.’ Among his 
reasons for this is that private capital can’t do the job—and 
that, in addition, the government can provide the power at a 
lower rate. 

“Taking the second reason first, one wonders how Mr. Kaiser 
would react to a proposal to have the government build motor- 
cars, which is one of the industries in which he is active. The 
government could sell them cheaper than a private maker. It 
wouldn’t have to pay taxes. It could allocate scarce materials 
to suit itself. In order to lower prices it could apportion part 
of its cost of manufacturing to public projects and draw on 
taxpayers for deficits. That is what it is doing in the electric 
power field throughout the country. 

“As for the inability of the private utilities to meet our 
power needs, the record speaks louder than words. The biggest 
and most costly expansion program in the industry’s history 
is now under way. Within three years, the capacity of the busi- 
ness-managed utilities will be nearly 50 per cent greater than 
in 1947, The only place in the country where the industry 
is prevented from building facilities sufficient to meet expected 
future demand is in those regions where tax-subsidized gov- 
ernment power monopolies make it impossible. 

“If we want a socialized economy, in which the government 
provides all the basic goods and services, let’s say so. But why 
single out for socialization one great industry with an unsur- 
passed record of public service?” 

—Excerpt from Industrial 
News Review. 
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The Race between Authorities 


Ppaene overlooked in the wave of 
publicity over foreign affairs, repeal- 
ing the Taft-Hartley law, and the threat- 
ened Senate filibuster to end filibusters, 
is the contest warming up in Congress as 
to which “authority” will get off to a 
clear start for congressional approval and 
whether any of them will finish at the 
final tape on the White House desk. The 
Columbia Valley Authority seems to be 
the favorite at the moment—thanks to 
the impetus given by the recent recom- 
mendation of President Truman that 
such legislation be promptly prepared for 
submission to the Congress. 

But the proponents of the Missouri 
Valley Authority are not prepared to sit 
idly by and watch the CVA run away 
with all the advantage of a fast start and 
inside position. Still hovering in the 
background is the St. Lawrence seaway 
proposal which the guessers on the 
Washington scene are reported to pick 
as the new Federal power project most 
likely to survive the hurdles of opposi- 
tion, inertia, and general competition for 
the taxpayer’s dollar from other classes 
of spending promoters. 

As the contest now shapes up, it looks 
as if the CVA will make its opening bid 
for progress in the House, while the 
MVA promoters will launch their proj- 
ect in the Senate. Since the public did 
not know at this writing what form the 
administration has in mind for the St. 
Lawrence legislation, it was difficult even 
to guess which chamber would witness 
the debut and major effort of the St. 
Lawrence promoters. 


T can be said, however, that the MVA 
backers are not pleased by President 


Washington and the 
Utilities 


Truman’s nod to the CVA, which seems 
to suggest priority for that project. The 
MVA supporters had expected that he 
would give a big, unqualified endorse- 
ment for authority programs in general 
and the MVA in particular in both his 
opening message to Congress and in his 
budget message. He did neither. He en- 
dorsed “authority” programs in terms so 
qualified that observers are wondering if 
there was not a faint note of skepticism 
about the wisdom of a uniform “author- 
ity pattern” along the lines of the Ten- 
nessee Valley Authority. It was noted 
that the President had avoided calling for 
a mere repetition of TVA, but had simply 
said that we must apply TVA lessons to 
“our other great river basins.” One in- 
ference is that some lessons were learned, 
as a result of our TVA experience, which 
might make it unwise to apply a stereo- 
typed TVA pattern elsewhere. 

Of course, the President has stated in 
his press conferences repeatedly that he 
favors MVA, and one time he said he 
favored the MVA Bill introduced by 
Senator Murray (Democrat, Montana). 
It is expected that the President will rec- 
ommend MVA again some time during 
the session. But there was disappoint- 
ment in the MVA campa couple of weeks 
ago when President Truman advised 
certain Congressmen, informally, that 
nine out of ten Missouri river basin 
states, including. Missouri, were opposed 
to MVA. He gave that as a reason why 
MVA, as such, was omitted from recom- 
mended budget appropriations. 

Needless to say, this cooling off of 
presidential enthusiasm for MVA was 
not taken kindly by Senator Murray and 
the freshman Senator Humphrey (Dem- 
ocrat, Minnesota), who campaigned for 
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MVA. Murray said later he thought the 
President had intended to say nine out 
of ten Missouri basin governors, rather 
than Missouri basin states. Senator 
Humphrey thinks that the President is 
being influenced by advocates of the 
Army Engineers-Reclamation Bureau 
plan, who are steadily going ahcad saw- 
ing wood on the Missouri river develop- 
ment work and making new friends and 
influencing more people with every lick 
in that direction. Humphrey said that he 
would not step aside simply to see CVA 
go ahead first. 


T must be remembered that the Presi- 
dent’s request for creation of a CVA 
was not a message to Congress, nor was 
it a specific recommendation. Ostensibly, 
it was simply a memorandum inviting the 
views of the Secretaries of Interior, 
Commerce, Agriculture, Army, Budget 
Director, and the Council of Economic 
Advisers on the drafting of such legisla- 
tion. But, as a matter of fact, the Presi- 
dent was telling them, not asking them, 
about certain general factors he wanted 
to be considered and therefore it is to be 
regarded as a statement of policy rather 
than a mere call for ideas. 

It apparently has been taken as such 
by Secretary of Interior Krug, who 
forthwith stated that the general author- 
ity setup was to be taken as department 
policy. It would appear from all this that 
the President obviously thinks CVA has 
a better chance than MVA. CVA already 
has much of the actual plant built and 
operating, and the changeover would in- 
volve superficially simply a paper reor- 
ganization. But, as a practical matter, it 
would also involve the surrender of con- 
trol of certain budget items by the 
Department of Interior. Old-line depart- 
ments usually do not make such sur- 
renders without a struggle. 

The House launching of the CVA Bill 
probably will be sponsored by Repre- 
sentative Mitchell (Democrat, Washing- 
ton), who sponsored similar legislation 
in the 79th Congress in which he was a 
Senator. Representative Mitchell has 
conferred with the President and has al- 
ways been in close touch with the Depart- 


ment of Interior. For this reason, it was 
believed likely that the forthcoming CVA 
Bill will not be a faithful carbon copy of 
the Tennessee Valley Act by any means. 

Both the President and Representative 
Mitchell understand that some window 
dressing is necessary to satisfy “home 
rule sentiment,” and there is also the 
powerful pressure to keep the Depart- 
ment of the Interior in the picture. So the 
result may be a kind of hybrid measure, 
similar to the old Mitchell Bill, which 
featured an advisory board of directors 
appointed by state governors, but with 
over-all supervision by the Secretary of 
the Interior. Just how such a bill—which 
would be neither fish nor fowl as far as 
the orthodox TVA concept is concerned 
—would be received remains to be seen. 

Another CVA Bill (HR 427) already 
has been introduced and follows the 
TVA lines more closely. But its author, 
Representative Jackson (Democrat, 
Washington), has not been in close touch 
with the White House. 


VER on the Senate side, Senators 
Murray, Humphrey, and Gillette 
(Democrat, Iowa) were shaping up their 
final draft of an MVA Bill which also 
is likely to contain some features of the 
Mitchell Bill, and maybe the governors’ 
conference committee—a sop to the 
“home rule” zealots, but without actual 
managerial power. More window dress- 
ing, to appease certain elements, would 
involve a change of label (“administra- 
tion” instead of “authority”), and a new 
provision for an economic program — 
another advisory committee, composed of 
labor, agriculture, business, and Federal 
government representatives. And the 
Army Engineers would be left in control 
of dam construction. Nevertheless, dis- 
counting the gingerbread additions, this 
MVA Bill is likely to follow the TVA 
pattern more closely than the forthcom- 
ing CVA measure. 


> 


Synthetic Fuel Plan Hit 


ECRETARY of Interior Krug may not . 
pay too much attention to a recent 
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report submitted at his request by the 
National Petroleum Council. This is be- 
cause the council plainly called for a na- 
tional oil and gas policy with a minimum 
of government control, which seems to 
be going counter to the present emphasis 
of the administration for more and more 
government control, especially in the field 
of natural resources. In any event, the 
National Petroleum Council believes that 
government functions should be confined 
to maintaining a healthy industry and 
“safeguarding the public interest.” It 
also stated that the development of a 
synthetic liquid fuels program is a job 
for private industry. The council thus 
indicated opposition to bills now pending 
before Congress that would authorize a 
Reconstruction Finance Corporation 
lending fund of $500,000,000 to launch 
a synthetic fuel program. It will be re- 
called that a “down payment” of $90,- 
000,000 was called for in the President’s 
budget to start this program. 

The report further stated that Federal 
and state laws should encourage private 
natura] gas and oil reserves development. 
Conservation problems are being ably 
handled by the Interstate Oil Compact 
Commission, the council contends, add- 
ing a recommendation for expansion of 
that device as a national policy. 


¥ 
The NRECA Meeting 


HE annual convention of the Na- 
tional Rural Electric Codperative 
Association, held in New York city be- 
ginning January 31st, provided a definite 
postelection “victory” theme — despite 
the supposedly known partisan appeal of 
the REA program, to which the NRECA 
is dedicated. The speakers included 
Secretary of Agriculture Brannan, Sec- 
retary of Interior Krug, Presidential 
Adviser Steelman, REA Chief Wickard, 
and various NRECA officials. Republi- 
can Senator Aiken of Vermont provided 
a touch of bipartisan color. The conven- 
tion adopted various resolutions de- 
signed to exploit the present public 
spending trend. 
Criticism was directed at Wall Street, 


the business-managed utilities, shortages 
of vital metals, and tax equality move- 
ment. The shortage of electric conduc- 
tors seems to be one of the most worri- 
some nonpolitical problems of the REA 
co-op association. Among corrective 
means considered was a recent contract 
between the Reynolds Metals Company 
and the Wisconsin Electric Codperative 
for the manufacture of aluminum con- 
ductors for co-ops over a period of 
fifteen years, REA Administrator Wick- 
ard said this “offers a bright ray of hope 
on what otherwise is a darkening pic- 
ture in this field.” 

Other items on the NRECA agenda 
which received favorable consideration 
were (a) a recommended REA staff in- 
crease; (b) amendments to the Rural 
Electrification’ Act to provide for large 
transmission lines, generating facilities, 
easing of service area population restric- 
tions, and rural telephony; (c) encour- 
agement to the proposed congressional 
lobby investigations—especially “selfish 
interest” lobbies; (d) a “united front” 
joined by all public power bodies to re- 
sist utility educational programs. 

But judging from the on-the-spot at- 
mosphere prevailing in the Commodore 
hotel, during the NRECA meeting, the 
one thing that really seems to be most 
troubling both REA and NRECA off- 
cials these days is the Hoover Commis- 
sion report for reorganization of the 
Agriculture Department, including REA. 
NRECA began sniping at the Hoover 
Commission last December, calling atten- 
tion to the background of staff members 
regarded as unfriendly to the REA. 

At this writing the official Hoover 
Commission report on Agriculture De- 
partment reorganization had not been re- 
leased, but a widely published advance 
report had it that the Hoover Commis- 
sion would recommend the abolition of 
REA, as such, Its functions would be 
transferred to an over-all “Agricultural 
Credit Administration” in which would 
be combined a half-dozen or more other 
farm loan agencies now functioning in- 
dependently. The idea would be to put 
all the departments’ banking business 
under the same codrdinated control. 
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Telephone Depreciation 
Prescribed by FCC 


MOST important development in the 
controversial “depreciation ex- 
pense” question was announced recently 
by the Federal Communications Commis- 
sion. 

The agency has prescribed deprecia- 
tion rates for the Michigan Bell Tele- 
phone Company, effective January 1, 
1949. This is the first time FCC has 
formally determined such rates for a tele- 
phone company. The executive com- 
mittee of the company’s board of direc- 
tors has agreed to the prescribed rates. 

The rates are expected to produce de- 
preciation expense for 1949 of about 
$11,000,000, or a reduction of about 
$750,000, when compared with the ex- 
pense of nearly $11,750,000 which would 
have accrued under rates proposed by 
the company. 

The schedule of depreciation rates was 
developed in the course of conferences 
among representatives of Michigan 
Bell, the Michigan Public Service Com- 
mission, and staff members of FCC. 
Similar procedures have been in progress 
with respect to several other Bell tele- 
phone companies. 

In FCC’s public announcement was 
contained the following explanatory 
paragraph : 

Proper control of depreciation rates is 
highly important in all considerations direct- 
ed to the determination of reasonable rates 
for telephone service. The depreciation rates 
are applied to plant investment to determine 
the amount of depreciation expense recover- 
able from telephone users. Depreciation ex- 
pense claimed by the Bell system amounts 
to approximately $275,000,000 annually, or 
about 13 per cent of that system’s total cur- 
rent operating expenses of about $2 billions. 
Moreover, the amounts recorded annually as 





depreciation expense are accumulated into a 
reserve, known as the depreciation reserve, 
which is deducted from plant investment as a 
step in determining the “net investment” on 
the basis of which a “fair return” is also 
sought from telephone users. These reserves 
amount to approximately $24 billions, or 
about 31 per cent of the Bell system’s plant 
investment of over $8 billions. 


CC made it clear that the deprecia- 

tion rates prescribed are subject to 
modification in accordance with the pro- 
visions of § 220(b), should any changes 
in facts and conditions occur subsequent 
to January 1, 1949, which would indicate 
that revision is necessary. 

The Michigan Public Service Commis- 
sion did not interpose any objections to 
FCC’s determination. However, the 
Michigan commission did stipulate that 
its agreement to the rates could not be 
taken or construed as any bar or waiver 
of its right or authority to adjust “lump 
sum amount of depreciation as operating 
expense for rate-making purposes in 
pending or any other case” before the 
commission. 

* 


Juke Box Television 


NGENUITY in communication circles 

has no limits. A juke box type of 
television now is being offered. Merely 
drop your coin and select your own en- 
tertainers ; six minutes for a nickel. Also, 
it is reported on good authority from 
New York city that the 5-cent cigar has 
reappeared. These developments should 
result in considerable pleasure. 

The television device is called the Solo- 
tone Entertainer, and it is manufactured 
in Los Angeles, The gadget is versatile 
since it offers a selection of four video 
programs and a choice of ten records. 
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Designed primarily for use in public 
eating and drinking places, it offers profit 
possibilities for tavern owners. As the 
situation now stands, the proprietor must 
pay for ordinary television out of his 
own pocket while losing revenue -from 
the record juke box due to the fact that 
customers are looking and listening “on 
the house” without contributing coins. 

Now the customer will pay. 

Selector boxes will be scattered about 
on counters, bars, and booths; and sev- 
eral television sets will be located in vari- 
ous locations about the room. Each se- 
lector box contains a 6-inch loud-speaker 
which produces the desired sound pro- 
gram. If a patron in an adjoining booth 
wishes to watch your program he may 
do so but he can’t receive the voice re- 
production unless he deposits a nickel in 
the appropriate slot. 


» 


Labor's Interest in Rate Cases 


NE normally would think the labor 
organizations would put their 
weight behind increased rates for tele- 
phone companies. This would make wage 
increases easier to obtain, since the pub- 
lic would pay the increased revenue. But 
the Communications Workers of Amer- 
ica apparently has some different ideas. 
To date, this organization has inter- 
vened, formally and informally, in tele- 
phone rate cases in five states—Ne- 
braska, Indiana, California, Washington, 
and Maryland. Contemplated next are 
interventions in rate cases involving Cin- 
cinnati & Suburban Bell Telephone Com- 
pany a the Illinois Bell Telephone 
Compan 
In the the. Indiana case, CWA definitely 
has opposed a rate increase. There are 
indications that a similar position may be 
taken in the Cincinnati case. What is the 
reason for such seemingly unorthodox 
attitude? Here is the union’s answer: 
This particular labor organization, which 
represents about 230,000 telephone work- 
ers, says it does not wish to be blamed 
for rate increases granted by state pub- 
lic service commissions. CWA officials 
take the position that large rate increases 


are being granted and contemplated, 
with increased wages presented as the 
main reason. This, they don’t like. Au- 
thority for the above statements cannot 
be doubted. 

It so happens that some members of 
the union do not understand the situation 
just mentioned. In an effort to enlighten 
them the CWA News, dated February, 
1949, carried an editorial headed “Why 
Intervention.” It introduces a different 
angle, stated in part as follows: 

Phone workers are . . . entitled to know 
that their piddling little pay boosts are being 
blamed 1 Be the company for a situation 
brought about by a too rapid expansion pro- 
gram, so rapid indeed that demand for tele- 
phones hasn’t been able to keep pace with it. 

The companies are uniformly asking for in- 
creased rates based on this overexpanded 
plant, seeking to saddle the present subscrib- 
ers with rates high enough to pay interest 
on millions of dollars worth of plant that 
won't be put into service for years to come 
—in some cases, perhaps never. 


ONSIDERING that other utility unions 
have not moved to block rate in- 
creases, and have even actually supported 
them in some instances, it appears that 
someone is confused. CWA claims that 
it is the state regulatory bodies. The 
union states that the state commissions 
are understaffed and inadequately fi- 
nanced. It intimates that in some cases 
they are “far too friendly with company 
officials for the good of the public.” 
The fat is in the fire. The union mem- 
bers may be inclined to believe their 
leaders. It is interesting to note that near 
the close of the editorial the statement 
is made that “FCC has a much better 
record in the matter of rate control than 
have the state commissions.” 


* 


Minimum Wage Legislation 


MALL independent telephone com- 

panies are properly worried about 
proposed congressional measures to in- 
crease the minimum wage from 40 
cents to 75 cents per hour. It is the con- 
sensus that many little companies will be 
forced to abandon ship if burdened with 
such an increased cost. However, there 
is some hope in ultimate compromise. 
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At present, the exemption of small 
telephone exchange operators from 
wage-hour regulations is threatend by a 
sudden move in the House Labor Com- 
mittee. The committee’s chairman, Rep- 
resentative Lesinski (Democrat, Michi- 
gan), has a bill prepared and ready for 
expected early action by the House. La- 
bor bloc strategy on this bill is to get 
quick approval from the prolabor ma- 
jority in the lower house before opposi- 
tion crystallizes. 

However, this Lesinski Bill does not 
erase the telephone industry’s exemption 
completely. The present law exempts 
from wage-hour regulation all operators’ 
wages at exchanges serving 500 stations 
or less. The new bill provides for ex- 
emptions in exchanges where only one 
operator is on duty at a time. Practically 
speaking, it is estimated roughly that this 
exemption would apply to exchanges 
having about 100 stations or less. The bill 
was drawn by Lesinski’s assistant, Frank 
Hook, former Representative from 
Michigan. Another provision expected to 
be added to the bill, would restrict the 
exemption of Western Union messen- 
gers to telegraph agencies doing an an- 
nual volume of business of $750 or less. 

On the Senate side, a subcommittee is 
proceeding with a companion bill by 
Senator Thomas (Democrat, Utah), 
which does not carry forward the tele- 
phone operator exemption at all. But it 
is understood that Thomas did agree, at 
one time, to consider its restoration. 


* 


Rate Increase Opposition 


=, of state and local govern- 
4 mental opposition to telephone rate 
increases are being reported at an accel- 
erated pace. 

Cities and towns numbering in the 
hundreds are placing their formal ob- 
jections to advanced rates before the 
state regulatory commissions. State au- 
thorities are appealing to state supreme 
courts. Most recent instance of this type 
was in Rhode Island. 

_In North Dakota, the state senate ju- 
diciary committee has voted to investi- 
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gate the public service commission for 
its recent order granting higher rates to 
the Northwestern Bell Telephone Com- 
pany. Senator Carroll Day, Grand Forks, 
chairman of the committee, said the pres- 
ent commissioners and former commis- 
sioner, S. S. McDonnell, would be sum- 
moned before the committee to explain 
why the rate increases were granted 
“without sufficient hearings.” The rate 
increase was granted early this winter 
when McDonnell still was a member of 
the board. Rate increases, even though 
tentative, have been questioned in sev- 
eral states where no public hearing was 
held or required. 

In California, the rules committee of 
the state assembly is debating whether 
or not to investigate and determine the 
merits of the latest application of the 
Pacific Telephone & Telegraph Company 
for a rate boost. 

In Delaware, the head of the Wilming- 
ton city utility commission stated pub- 
licly that the Diamond State Telephone 
Company had no authority for sending 
out notices of a rate increase to city sub- 
scribers, until the commission has de- 
termined that the boost is warranted. 
There seems to be some legal question 
about this, 


OUTHWESTERN BELL TELEPHONE 
Company probably faces court pro- 
ceedings before it is enabled to get clear 
title to its recently authorized rate in- 
crease. The Missouri Public Service 
Commission has denied petitions of 
cities and communities for a rehearing 
of the case, which involves a rate in- 
crease of $3,228,529 a year. The com- 
mission voted 3 to 2 in favor of South- 
western. The rate increases have been 
put into effect. No bond was required 
by the regulatory agency. Kansas City 
plans to appeal the decision as quickly as 
—> to the Cole County Circuit Court. 
e St. Louis Post-Dispatch claims in 
an editorial that the commission split 
three ways. Two commissioners were 
willing to give the company all it wanted ; 
two thought the requests were “exces- 
sive”; and a third thought the company 
should receive even more. 
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Federal Taxes 


PINION now seems to have “jelled”’ 

that there will be no excess profit 
taxes imposed in 1949. In the twelve 
months ended September 30, 1948, Fed- 
eral income taxes for all electric utilities 
amounted to $291,675,000, and assuming 
that the income and surtax rate were 
raised from 38 per cent to 45 per cent, 
there would be an increase of about 18 
per cent or $53,000,000. With net income 
for the year estimated at around $655,- 
000,000 and preferred dividends at 
$97,000,000 the balance for common 
stocks in 1948 may approximate $558,- 
000,000. The higher tax rate would thus 
reduce equity earnings nearly 10 per cent, 
it is estimated. If the November rate of 
gain in net income should be maintained 
in. 1949, however, most utilities might be 
able to absorb the higher tax without 
too much difficulty. However, the effects 
of the tax would be irregular. Some old- 
line stocks, particularly those in New 
England, which have a high proportion 
of common stock capital and hence pay 
out a larger proportion of income in com- 
mon dividends, might be affected to a 
greater extent than the stocks of other 
companies which pay out only 50-70 per 
cent of earnings. 


N any event the tax would be an un- 
fair burden on the utility companies, 
whose earnings in recent years have 
shown only a slight increase as compared 
with the huge gains shown by industrial 
and rail earnings. A much fairer method 
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of increasing corporate taxes (if this 
proves necessary to balance the budget) 
would be to restore the tax on undis- 
tributed income. It is true that this tax, 
when in operation a few years ago, 
proved rather unsatisfactory, but at that 
time corporation earnings were much 
lower and the proportion of unpaid divi- 
dends was considerably smaller, In 1929 
all corporations paid out nearly 70 per 
cent of their earnings. In 1937 practically 
all the earnings were paid out in divi- 
dends and in 1940 about two-thirds. Now 


this trend is reversed—corporations .are 


paying out only about one-third of their 
earnings and the proportion is lower for 
many industrial companies. 

The reason for this smaller pay-out is, 
of course, not far to seek, Industrial com- 
panies are reinvesting most of their earn- 
ings in plant, instead of raising the 
needed funds through security flotations. 
They are probably motivated by the fact 
that this is a bad time to raise equity 
money in the stock market. (The last 
good time was in the spring of 1946, when 
new Offerings were popular for a short 
time.) Such equity money as is obtained 
in the stock market is usually raised 
through stock subscription rights. 

But may not the low price level for 
stocks be due largely to the reluctance 
of the corporations to pay out more divi- 
dends? Dividends are usually a potent 
force in stimulating stock prices. With- 
held earnings do the average stockholder 
no good, unless he sees some hope of 
getting bigger dividends within the near 
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future ; and present corporation policies 
do not encourage this hope, particularly 
with a moderate business decline in the 
offing. The recent sharp advance in U. S. 
Steel on the announcement of the 3-for-1 
split and an increase in the dividend in- 
dicates what can be accomplished in this 
way toward popularizing stocks and rais- 
ing prices. Moreover, Washington seems 
to lean toward the view that corporations 
should be more generous to stockhold- 
ers. A bill is being introduced in Con- 
gress to do away with the double taxation 


of dividends, which if enacted would be” 


a big help in raising equity capital. 


HE point of this discussion is that 

instead of increasing the corporate 
tax rate the government might well place 
an equivalent revenue-raising tax on re- 
tained earnings. It is true that there is 
at present a general provision in the tax 
law by which the Treasury Department 
can tax earnings if retained for unwar- 
ranted reasons, but this hardly applies 
to amounts retained for increased work- 
ing capital and construction needs, If 
the corporations were forced by direct 
taxation to increase their dividend pay- 
outs this should force stock prices higher 
and make it easier for corporations to do 
equity financing. Such a policy would 
be popular with stockholders, who need 
larger dividends to help with their cost 
of living, higher taxes, etc. 

Such a tax would be a much fairer 
method of treating utilities. If they were 
permitted to retain 25 per cent of earn- 
ings free of the new tax, this would 
stimulate a slightly increased pay-out 
(which now averages around 50 per 
cent). Utilities now following a generous 
dividend policy would avoid any in- 
creased taxation. 

Elimination of double taxation of divi- 
dends (by exempting dividend income 
from individual tax payments), together 
with a restoration of the tax on retained 
corporate income, would seem the best 
policy for the government to follow, for 
the dual purpose of increasing govern- 
ment revenues and stimulating equity 
financing by corporations. rtainly 
such a policy would be fairer to the utility 


al 
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companies than a straight increase in the 
tax rate. 


¥ 


A Contrast in Rate Regulation 


HE recent regulatory treatment ac- 

corded Detroit Edison and Consoli- 
dated Edison by the utility commissions 
in Michigan and New York states was 
in marked contrast. Some time ago De- 
troit Edison, which had been earning 
about 4.8 per cent on its indicated rate 
base, applied to the Michigan Public 
Service Commission for permission to 
amend its electric rate schedules by (1) 
decreasing to 3 per cent all prompt- 
payment discounts in excess of that 
amount, and (2) adding a fuel adjust- 
ment clause to its residential and commer- 
cial rate schedules. The commission en- 
tered an interim order permitting the 
company on and after July 7, 1948, to 
reduce all prompt-payment discounts to 
4 per cent. This increased annual reve- 
nues by about $5,000,000, as compared 
with the estimated amount requested of 
$11,300,000. In September the company 
asked for an increase over the original 
application, to compensate for a further 
jump in expenses during the period that 
the request had been pending. The city 
of Detroit opposed the entire applica- 
tion, but the Michigan Supreme Court 
denied certiorari to review the interim 
order and refused a rehearing (without 
prejudice to the city to seek a review 
by any other means). 


‘To commission on January 7th 
granted the company an increase of 
$13,080,000 on a permanent basis, super- 
seding the interim increase of $5,000,000. 
After adjustment for Federal income 
taxes the estimated gain in earnings was 
equivalent to nearly $1 a share on the 
common stock, raising the earnings from 
$1.40 in the twelve months ended Sep- 
tember 30th to an estimated $2.38 a share. 

On the other hand, Consolidated Edi- 
son recently received a huge rate cut 
from the New York Public Service 
Commission. Chairman Maltbie (now re- 
tired) on December 30th ordered a re- 
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duction of $21,500,000 in electric rates. 
At the same time he granted an increase 
in gas rates of $11,440,000, making a 
net reduction in revenues of about $10,- 
000,000. Both changes were on a “tempo- 
rary” basis but, while there was no time 
limit set for the reduction in electric rates, 
the gas increase will end on the last day 
of 1949 unless a permanent increase is 
allowed in the meantime. The cut in elec- 
tric rates was effected by a straight 10 per 
cent reduction to retail customers (ex- 
clusive of the fuel surcharge). 

The estimated effect would be to re- 
duce share earnings of $2.31 for the 
calendar year 1948 to $1.81, as compared 
with the dividend rate of $1.60. At the 
same time the company is threatened with 
a strike March Ist by CIO union mem- 
bers, which comprise about five-sixths 
of its employees, and who demand in- 
creased annual compensation and allow- 
ances of about $23,000,000. 


HE cut in electric rates imposed 
against Consolidated Edison was 
fully explained in the 21-page decision 
(Case 12455); the gas decision (No. 
13423) required 44 pages. In the former 
decision, Chairman Maltbie held that net 
earnings from electric sales were 50 per 
cent too high. In working out this result, 
the rate base claimed by the company 
(virtually original cost less depreciation ) 
was first reduced by over $100,000,000. 
Net earnings were then increased by 
$2,278,888, reflecting a cut in deprecia- 
tion accruals, although the commission 
had already (in the bond refunding case) 
ordered another reduction. Finally, only 
5 per cent was allowed as “fair return” 
on the rate base, which is permitted un- 
der a special New York law where the 
rate change is “temporary.” It may be 
questioned whether the law was intended 
to apply to such an important case, es- 
pecially where rates had been under in- 
vestigation for two and a half years. 
President Tapscott, in discussing the 
decision, pointed out that the reduction 
had come at a most inopportune time. 
The company had already expended 
$185,000,000 since the war for new con- 
struction, and in the next four years must 
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spend an additional $250,000,000, He 
stated : 


These big costs have increased the com- 
pany’s debt, and a rate decrease at this time 
will make the company’s problem of getting 
new money for plant expansion extremely 
difficult. The company’s common stock has 
been selling below its book value. The com- 
pany’s outstanding debentures, convertible 
into common stock, have not been converted 
because the earnings of the company, even 
before the rate reduction order, were not 
sufficient to induce people to convert. This 
rate order if accepted would practically pre- 
clude the company from getting new partners 
in the business with equity capital. The 
order infers that the company should either 
fail to provide for the public’s needs or 
should go dangerously into debt to do it. . .. 
The company must therefore seek relief in 
the courts from this punitive order of the 
commission which endangers our capacity to 
serve the public. 


* 


November Earnings Favorable 


HE income statement for Class A 

and B electric utilities, now avail- 
able in preliminary form, makes encour- 
aging reading. Residential sales, the 
most prosperous part of the business, 
were up 14.4 per cent, reflecting the big 
housing program as well as the increased 
use of appliances. Commercial] sales 
gained 9.9 per cent and industrial service 
8.4 per cent, and the over-all gain was 
9.4 per cent. On the revenue side, resi- 
dential returns increased 12.4 per cent, 
reflecting the lower rates paid with 
higher usage, under promotional rate 
schedules. Commercial revenues gained 
10.8 per cent and industrial sales 12.5 
per cent. These percentages (particular- 
ly for industrial) were higher than the 
kilowatt-hour gains, indicating larger 
use of fuel adjustment clauses, reduced 
discounts for prompt payments, and 
straight increases in rates. 

On the expense side, fuel expenses 
continued to make a better showing, 
November’s gain over last year being 
only 19.7 per cent compared with a 44.6 
per cent increase in the month of June. 
Salaries and wages gained 11.8 per cent 
and miscellaneous expenses 13.6 per cent. 
Depreciation was up 6.8 per cent—about 
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| TREND OF SALES AND EARNINGS OF ELECTRIC UTILITIES | 
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in line with increased capacity — and 
taxes gained 10.7 per cent. Operating in- 
come from electricity was 6.7 per cent 
larger. Other utility operating income, 
representing largely manufactured gas 
(with some transit, water, steam, etc.) 


e 


showed a jump of 200 per cent over last 
year, reflecting belated rate increases, 
more efficient plants, and better, cheaper 
fuel. 

Miscellaneous income also gained 9.5 
per cent. 


CURRENT UTILITY STATISTICS AND RATIOS 


Amount Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12Mos. Month 12 Mos. 
Operating Statistics (Nov.) 

Output KWH—Total ............ Bill. KWH 24.2 280 11% 11% 
Hydro generated ............... - 6.6 — 8 — 
a, Sas 2 17.6 _ 12 _— 

DR civdudubestaceutan chances Mill. KW 55.7 — 8 — 

Customers, number ............-25 Mill. 40.5* — 6 — 

EE « bo.ccccpedacaese nda Mill. tons 8.6 —- 7 — 

EP gihdvinisbnaekenuhaen Mill. MCF 39.7 — 31 _— 
_ CR ee ere Mill. bbls. 3.6 — D7 _— 
ee a ee ee Mill. tons 27.4 — 45 -- 
Sales, Revenues, and Rates (Nov.) 
KWH Sales—Residential ......... Bill. KWH 3.5 39 14% 14% 
Commercial ........ 2.9 38 Q 13 
ES eee 92 106 8 9 
PD SE . ca recvccenccens <s 21.6 250 9 10 
Revenues—Residential ............ Mill. $ 107 1,205 12 11 
DEE seininccane - 82 939 11 13 
OS ere ° 105 1,181 13 13 
Total, incl. misc. sales .......... = 362 4,121 12 13 
Revenues and Income (Nov.) 
Elec. Rev., incl. misc. rev. ........ ” 362 4,121 12% 13% 
BG. IEE otc. cedesdcacacdss ” 8 115 60 DS 
Expenditures (Nov.) 

| RR eee ees "0 68 763 20% 33% 

EINE ae ’ 68 800 12 12 

CED. os ccccccvssscnsccs rs 64 732 14 16 

PD: bis coccevesessnctaes “ 30 355 7 8 

REE Da FhdnebaGens deetancduaeies * 61 692 11 7 

Es nnbbed 0béccedscdcsiciees e 19 209 16 10 

PO, MR is cccscccceccess - 2 31 D50 D40 

Earnings and Dividends (Nov.) 

SS SEAS - 58 655 13% 3% 

Preferred Div. (est.) ........000 = 8 97 1 _ 

Bal. for Common Stock (est.) ..... = 50 558 15 3 

Common Dividends (est.) ......... ” 30 393 4 4 

Balance to Surplus (est.) ......... - 20 165 54 11 

Utility Financing (Nov.)® 

OS eee ee a 432 2,570 D6% D21% 

DED  cbzckaevedachasaasncncesse an 48 394 17 D21! 
TEE ab udp idveesrewebabscennes ” 480 2,864 D4 Ds! 

Life Insur. Co. Investments (Dec.)® 

MEE 0556006 600060 cvaued “ _ 19 — D34% 

ee eee re - a 0.3 — D69 
MEE Nesalbessecdandhuseatavetoe ° -- 19.3 _ D44 
% of All Investments ........... e — 7% — D39 





*At end of November. D—Decrease. !Twelve months ended December 31st. *Data for all 
— (electric, gas, telephone, etc.), including refunding issues. *January 1, to January 22, 
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HILE interest charges increased 

15.6 per cent for the month, this 
was almost offset by a sharp decrease 
in miscellaneous deductions, so that total 
fixed charges gained only 2.7 per cent. 
Net income, as a result of this favorable 
combination of trends, was up 13 per 
cent for the month. With preferred divi- 
dends showing only a negligible gain 
over last year, the increase in the balance 
for common stocks worked out at 15 per 
cent. Ona per share basis, with allowance 
for new money stock sales during the 
year, the increase might be reduced to 12 
or 13 per cent. For the calendar year 
1948 results will of course not be so 
favorable, since first half earnings aver- 
aged lower than last year. But it now 
looks as though calendar year net will 
show a modest gain over last year—per- 
haps 2 or 3 per cent. 

The chart on page 243 shows the 
trend of sales, earnings, and income of 
electric utilities since 1926, using the 
figures as reported by the Edison Elec- 
tric Institute. Nineteen forty-eight re- 
sults have been estimated by applying 
percentage changes for the first eleven 
months (as reported in the Federal 
Power Commission bulletins) to the 
1947 EEI figures. This indirect method 
is necessary because the two sets of 
figures are compiled on a somewhat dif- 
ferent basis. The chart was last published 
in the FortnicHtty of September 9, 
1948. The preliminary estimates for 1948 
as shown in that chart proved fairly 
accurate for revenues, sales, and total 
expenses. However, the earlier estimate 
for taxes proved slightly too low, while 
projected figures for fuel, depreciation, 
and fixed charges were too high. 


Sp natural gas companies make an 
even better showing. Revenues in 
November were nearly 20 per cent over 
last year and net income gained nearly 
30 per cent—despite a jump of almost 
32 per cent in fixed charges. The number 
of customers in November increased only 
5.5 per cent over last year, but sales 
gained 22.6 per cent, and revenues 19.7 
per cent. Of course weather conditions 
may have had something to do with the 


245 


showing for the individual month. For 
the twelve months ended November, nat- 
ural gas revenues gained 15.2 per cent 
and net income 7.6 per cent. The increase 
in number of customers was 5.5 per cent, 
the same as for the month of November. 
Book cost of gas plant as of November 
30, 1948, was $2,760,000,000, an increase 
of about 12 per cent over a year ago. 


* 


Electric Power and the 
National Economy 


r. E. A, Yates, president of The 
Southern Company, has presented 
a statement on “Electric Power and the 
National Economy” to The Industrial 
College of the Armed Forces at Wash- 
ington, D. C. The 36-page document 
contains many interesting maps, charts, 
and tables comparing the record of the 
electric light and power industry with 
the growth of national income, the trend 
of the Federal Reserve index of indus- 
trial production, the growth of life in- 
surance sales, etc. The amount of energy 
generated for war purposes during the 
years 1939-46 is graphically shown. 
One of the most interesting points 
made by Mr. Yates is a comparison in 
1943 of the combined results for six 
integrated holding company systems 
with the averages for some ninety in- 
dependently operated companies. The 
study indicated that: 


(1) The reserves required by the 
integrated groups were less than the 
independent groups (8.37 per cent of 
capacity for the systems versus 10.73 
per cent for the independent com- 
panies). 

(2) The average annual load factor 
of the integrated holding company 
group was higher than that of the in- 
dependent groups (69.7 per cent 
versus 61.2 per cent). 

(3) The utilization of equipment 
(or work accomplished per unit of 
capacity) was 64.5 per cent for holding 
companies versus 52.2 per cent for the 
independents, a 24 per cent advantage 
for the integrated groups. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


1/26/49 Indicated Share Earnings E 
Price Dividend “ores. 12 Mos. Current Previous % In- ings 
About Rate teld Ended Period Period crease Ratio 
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C Arkansas Natural Gas .... 7 $ .20 29% Dec.’47$ 80 $.39 107 88 
O Atlanta Gas Light ........ 18 1.20 6.7 June 1.78 2.52 D29 10.1 
S Columbia Gas System ..... 11 75 68 Sept. 1.09 136 D20 10.1 
C Consol. Gas Util. ......... 11 60 5.5 July La. Le. 2 ee 
S Consol, Natural Gas ...... 43 2.00 47 Sept. 3.75 449 D116 115 
O Houston Natural Gas ..... 17 80 47 July 1.42 1.29 10 120 
O Indiana Gas & Water ..... 15 1.20 8.0 Nov. 138 146 D5 109 
O Kansas-Neb. Nat. Gas..... 15 1.00 6.7 Aug. 1.74 —- — 86 
. Re OE WEED 6 0 ssccceeds 24 1.00 42 Sept. 223 172 3 108 
©: SE SI no isis cacdass 40 2.20 5.5 Dec.’47 2.04 2.92 D30 19.6 
O Mobile Gas Service ....... 24 1.50 6.3 Sept. 2.77 2.54 9 87 
S Montana-Dakota Util. .... 11 80 7.3 June 141 151 DZ 78 
C National Fuel Gas ........ 9 60 6.7 ag 74 98 D24 122 
C Okla. Natural Gas ........ 40 2.00 5.0 - 648 22 2. oe 
S Pacific Lighting .......... 53 3.00 5.7 Sept. 445 4.39 1 i119 
C Patific Pub. Serv. ........ 16 1.00 63 Dec’47 243 1291 28 8626.6 
C_ Rio Grande Valley ........ 2 12 6.0 Dec.’47 21 1§ @ $5 
ae 8 eee 24 1.70 7.1 Dec.’47 3.36 3.30 ee 
O Southern Union Gas ...... 18 70 3.9 Dec.’47 1.20 90 33 = 15.0 
O Southwest Nat. Gas ...... 3 .20 6.7 June 26 27 D4 115 
O Texas Pub. Serv. ......... 24 1.20&Stock 5.0 Nov. 292 224 30 82 
5 ere ere 20 1.00 5.0 Sept. 1.78 141 26 = 11.2 
S Washington Gas Light .... 25 1.50 6.0 Nov. 189 100 89 132 
NEE wand cotesecyss 58% 10.5 
Mixed Gas—Retail 
S Laclede Gas Light ........ 5 $ .20 40% Sept. $.92 $73 26 54 
O Minneapolis Gas .......... 13 80 6.2 ept. 95 112 DI5 13.7 
O National Gas & Elec. ...... 7 60 8.6 Dec.’47 164 124 32 43 
S Peoples Gas L. & C. ...... 98 6.00 6.1 Aug. 9.41 — — 104 
ree Pere 6.2% 8.5 
Natural Gas—Wholesale and Pipe Line 
S El Paso Nat: Gas ........ 75 $2.40 3.2% Nov. $7.08 $498 42 106 
O Interstate Nat. Gas ....... 22 2.00 9.1 Dec.’47 1.71 170 — 129 
O Missouri-Kansas P, L. .... 25 1.00 4.0 Dec.47 1.27 103 24 19.7 
S Northern Nat. Gas ........ 32 1.95 6.1 Sept. 2.90 343 DI15 11.0 
S Panhandle East. P. L. .... 55 3.00 5.5 Sept. 482 4.35 11 114 
S Southern Nat. Gas ........ 30 2.00 6.7 Set. -O05 22 Zi 98 
O Southern Production ..... 9 _ — June 29 35 D17 _ 
O Southwest Gas Producing . 9 _ -- Dec.’47_ .14 —_-_ — — 
O Tenn. Gas Trans. ......... 24 140&Stock 58 Sept. 1.77 1.70 4 13.6 
O Texas Gas Transmission .. 11 — _- April 1.02 — — 108 
O Texas East. Trans. ....... 13 — — Sept. 8or  —- — — 
Ce en ee 5.8% 12.5 
Manufactured Gas—Retail 
O Birmingham Gas .......... 14 $ 60 4.3% Sept. $1.43 $ 8&3 a... 
C Bridgeport Gas .......... 23 1.40 6.1 Dec.'47 169 1.72 D2 136 
O Brockton Gas Lt. ......... 11 1,00 90 Dec’47 100 112 Dll 110 
S Brooklyn Union Gas ...... 23 — — Sept. 8&8 D22 — — 
OD  Fearetar Gee odes cwecccie 33 2.00 6.1 Dec.’'47 210 238 D12 15.7 
O Haverhill Gas Lt. ......... 16 1.60 10.0 Nov. 143 150 D5 112 
O Jacksonville Gas ......... 29 1.40 48 Dec.’47 5.64 5.47 5 5.1 
C Kings County Lighting ... 4 — ~- Dec ’48 38 15 =— 105 
AVHONG si ciccccovsces 6.7% 11.0 





D—Decrease or deficit. C—Curb Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. *—Nine months to September 30th. 
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PRINCIPAL PUBLIC OFFERINGS OF UTILITY SECURITIES 
October 5, 1948, to January 31, 1949 


Priceto Priceto Gross Ss. e 


oody Amount 
Company Public Spread anager 


Ronee Mill. Description 
Mortgage Bonds 
Interstate Pr. 1st 44s 1978 


Date 


Halsey, Stuart 


10/15 Baa $5 
10/20 10 


F>>>>F >> FP >>>>P>>>> 


> 
5 


PEEP Ett tiel 


*Does not represent com 
in units consisting of one $50 note and one share common stock. 


Commonwealth & Southern, remaining 85,000 sold for construction funds. 


Pub. Serv. of Colo. Ist 34s 1978... 
Pub. Serv. of N.H. 1st 34s 1978... 
New Orleans P. S. 1st 34s 1978... 
Assoc. Tel. Co. Ltd. Ist 38s 1978. . 
Brockton Edison Ist 3s 1978 
Iowa Pub. Serv. Ist 34s 1978 
Calif. Water Ser. Ist 34s 1975.... 
No. Indiana P. S. Ist 34s 1978.... 
Florida Pr. Corp. ist 34s 1978.... 
Dayton P. & L. 1st 3s 1978 
Georgia Pr. Co. Ist 38s 1978 
Okla. G. & E. Ist 3%s 1978 
Potomac Ed. Ist 3#s 1977 
Alabama Pr. Ist 3#s 1978 
Central Ill. P. S. Ist 34s 1979 
Mississippi P. & L. 1st 34s 1979... 
Jersey Cent. P. & L. 1st 34s 1978... 
Pub. Ser. of Ind, Ist 3s 1979 
Cons. Edison Ist & Ref. 3s 1979... 
Debentures 
Mich. Bell Tel. Deb. 34s 1988 
No. West. Bell Tel. Deb. 34s 1979.. 
No. Nat. Gas Deb. 34s 1966-9 
Transcontinental Gas P, L. 6% 
Notes 1951+ 
Panhan. E.P.L.S.F. Deb. 34s 1973 
Amer. T. & T. Deb. 38s 1973 
Rochester Tel. Deb. 4s 1963 
oe G. & E. L. 3% Notes 


Gulf States Util. Deb. 3s 1969.. 

Pub. Ser. E. & G. Deb. 3s 1963... 

Preferred Stocks 

Central E. & G. = Conv. Pfd.. 
P. S. of Colo. Pfd 

he P. & Lt. 

Calif. Water & Tel. $1.40 Conv. Pfd. 

Black Hills P. & L. $5.40 Pfd..... 

Peninsular Tel. $1.32 Pfd 

Calif. Water Ser. $1.325 Conv. Pfd. 

So. Calif. Water $1.375 Conv. Pfd. 

Potomac Edison $4.70 Pfd. 


Common Stocks 


Pacific G. & E. 
Cent. Arizona L. & P 
Otter Tail Power 


San Diego G.&E 
Tide Water Power 


Sh uo¥8S 


Qe NWR ANTD 


2% 


>rewm 
. 


Detroit Edison 
Mississippi River Fuel Corp 
Gulf States Utilities 

BH Southern Indiana G. & E 


“es 


247 


101.69 


101.76 
100.69 
100.42 


49.50 
100.06 
100.71 
100.59 


100.10 
100.40 
100.68 


Harris, Hall 


White, Weld 

Kidder, Peabody 

Halsey, Stuart 
ean Witter 

Union Securities 

Kidder, Peabody 

Lehman Bros. 


First Boston 
Halsey, Stuart 
Halsey, Stuart 
Halsey, Stuart 
Halsey, Stuart 
Halsey, Stuart 
White, Weld 
Harriman,Ripley 
First Boston 


(Morgan, Stanley 
Halsey, Stuart 
First Boston 


White, Weld 
Kidder, Peabody 
First Boston 
First Boston 


40 Halsey, Stuart 


N 
a 
| 


SR SeBesVene 811 Ssi | 


Salomon Bros. 
Halsey, Stuart 


Paine, Webber 


Union Securities 
Stone & Webster 
Smith, Barney 


y financing. **Priced to yield 3 per cent to 3.10 per cent. {Offered 


,000 shares liquidated by 
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ro Rural Electrification Adminis- 
tration codperatives assert that the 
co-ops need large quantities of aluminum 
for cable to expand their operations. 
They plan to obtain the necessary metal. 
The Reynolds Metals Company has 
agreed to supply the aluminum. Since 
most of the primary ore, bauxite, is lo- 
cated in Arkansas, present plans indicate 
that the processing operation will con- 
centrate in or near that state. At present 
one firm, Aluminum Extrusion, Inc., is 
moving its plant from Charlotte, Michi- 
gan, to Magnolia, Arkansas. It will proc- 
ess aluminum ingots into. finished prod- 
ucts. 

Much electric power and some new 
money will be needed. The Reynolds 
Metals Company has entered into a tenta- 
tive agreement with the Arkansas Power 
& Light Company for power, which it 
is said will permit a 50 per cent increase 
in aluminum production at the Jones 
Mill, Arkansas, plant. Additional power 
has been promised by the Grand River 
Dam Authority, but that power will not 
be available until Arkansas Power & 
Light Company makes a firm contract 
to transmit the electricity over its lines. 
At the moment, no such contract has 
been signed. Hence, the so-called “Op- 
eration Aluminum” is not a certainty. 

With respect to the details of market- 
ing and distributing the finished prod- 
ucts to codperatives throughout the na- 
tion, a contract has been signed by Rey- 
nolds Metals Company and the Wiscon- 
sin Electric Codperative. The codpera- 
tive has agreed to advance $6,000,000 
to Reynolds to aid in initiating “Opera- 
tion Aluminum.” WEC is to be responsi- 
ble for distributing aluminum conductor 
to rural electric systems and to public 
agencies and to contractors who aid in 


What Others Think 


Aluminum for REA 


building the rural electrification pro- 
gram. 


HAT the Rural Electrification Ad- 

ministration is serious about ex- 
panding its activities is clearly indicated 
in a speech of Claude R. Wickard, REA 
Administrator, before a meeting of the 
Tennessee Rural Electric Cooperative 
Association at Nashville, Tennessee, 
January 11, 1949. 

Speaking specifically of aluminum, 
Mr. Wickard asserted that the construc- 
tion of REA lines is being severely 
hampered by the failure of cooperatives 
to get sufficient aluminum conductor. 
Quoting Wickard directly : 


. . . Aluminum conductor production is 
being restricted because there is not enough 
electric power to produce the desired amount 
of aluminum. Every time we start on the 
trail of finding more aluminum we come 
right up against this shortage of power. 

There are people who would like to start 
new aluminum plants and even use some of 
the war plants to increase aluminum produc- 
tion, but they can find no satisfactory source 
of power; therefore, the shortage of electric 
power today is keeping rural people from 
getting the benefits of electricity as fast as 
they want and need these benefits. It is slow- 
ing down our great REA program which 
means so much to the health and happiness, 
efficiency, and pros»erity of rural people. 

Let me remind you that the effects of the 
curtailment spread far beyond depriving the 
rural homes and farms of electric service. It 
is felt in the industries and in the commercial 
centers which produce and sell all the things 
that rural people need and buy when they are 
on electric lines. Furthermore, the producing 
— and the efficiency of farmers is re- 
stricted. So is their ability to buy non- 
electrical items which their greater produc- 
tion and prosperity would enable them to buy. 
Consequently, every segment of our economy 
is adversely affected by the shortage of 
aluminum. 


OE parts of Wickard’s speech are 
interesting here only in so far as 
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they reflect attitudes and a determined 
purpose. A few of his remarks on the 
subject of “Electric Power for Growing 
America” follow in abridged form: 

The TVA idea is great. So was F. D. 
Roosevelt, George Norris, and other 
great men. Hydroelectric projects should 
have been developed long ago with the 
sponsorship of the government. They 
conserve our great natural resources ; re- 
duce erosion of the soil; reduce the haz- 
ards of floods ; reduce the wasting water 
power; prevent the waste of time and 
energy of human beings; provide the 
means for making people healthier and 
happier. They enable people to produce 
more for each hour of work. 

One of the most positive ways of in- 
suring that we will continue to progress 
is to take comprehensive steps to see that 
the supply of low-cost electric power is 
always well ahead of the demand for 
such power. 

At this point in Mr. Wickard’s speech 
the thoughts and expression become suffi- 
ciently caustic that in fairness to our 
readers and to the government it is best 
to quote: 

We are all glad to know that the commer- 
cial power companies are expanding their 
facilities. We wish they would give more 
thought, energy, and money to this phase of 
their activities and less to high-priced lobby- 
ists, retainer fees, and radio and newspaper 
propaganda. Of course, the cost of all these 
items comes out of their customers’ pockets. 
Also, we wish that they would do less look- 
ing back over their shoulders to see if an- 
other depression is not about to overtake 
them. Fundamentally, of course, the best 
way of preventing another depression is for 
the entire nation to expand its economy 
through increased production and consump- 
tion. Then, a depression like that of the early 
Thirties would never overtake us again. 

In this power field we need the Federal 
government to do things that cannot be done 
by the commercial power companies. I refer 
to the progress that you have seen here in 


the Tennessee valley—and b poatonts that have 
brought about the transformation in the 
Pacific Northwest. We should start at once 
the development of the St. Lawrence seaway 
and power project on a broad scale with the 
assurance that the benefits are made available 
to the people rather than the privileged few. 

There are additional hydro sites in the 
Southeast, the Southwest, in the Northwest, 
and along the Missouri which need to be 
planned and developed on a comprehensive 
scale for the benefit of the people. These sites 
are capable potentially of more than doubling 
our national generating capacity. 


After those definite statements, Wick- 
ard tops the subject off by adding that 
in order to do this job, it will be necessary 
for government agencies to build and to 
operate the transmission systems needed 
to deliver the power. 


OWEVER, Wickard doesn’t even stop 
there. The remaining ideas pre- 
sented by him will be compressed below: 
U. S. supplementary fuel plants for 
power production are necessary. TVA’s 
proposed New Johnsonville steam plant 
must be constructed promptly. “Are we 
going to follow the plan indicated by the 
President in his recent state of the Union 
message? Or are we going to listen to and 
follow the advice of those whose counsel 
has been so misleading in the past—of 
those who prattle about their own brand 
of private enterprise, who cry Socialism, 
and who use other fallacious arguments 
in their efforts to keep the country from 
getting the abundant, low-cost electric 
power which is essential ?” 

Expanding our economy in order to 
avoid economic troubles is the closing 
plea which Mr. Wickard makes for re- 
tention of “our free enterprise system,” 
our democratic institutions, and “oppor- 
tunity and freedom for all the people.” 

In this way, we avoid economic, so- 
cial, and political evils, he contends. 





Transit Progress 1948 


Wis a week-day average of about 
65,000,000 riders — equal to the 
combined populations of Great Britain 
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and Canada—the transit industry in the 
U. S. carried the tremendous load of 21.4 
billion people during 1948. 
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According to figures released last 
month by the American Transit Associa- 
tion, 1948 saw a decline of more than 5 
per cent in total national riding from 
1947 levels, when 22,540,000,000 pas- 
sengers were transported on local busses, 
streetcars, trolley coaches, subways, and 
elevated systems, However, the ’48 load 
is nearly 9 billion riders above the last 
prewar year of 1940. 

In an analysis of the industry’s finan- 
cial picture, Guy C. Hecker, executive 
manager of ATA, pointed out that while 
1948 operating revenue was $1,480,000,- 
000—a 6.41 per cent increase over the 
$1,390,800,000 for the previous year— 
operating expenses rose 7.29 per cent. 
These expenses, including depreciation 
but not taxes, totaled $1,329,000,000, 
while in 1947 they were $1,238,740,000. 

Net revenue for the entire transit in- 
dustry showed a $1,060,000 decrease 
from the postwar low level reached in 
1947, he stated. The 1948 total of $151,- 
000,000 before taxes is lower than the 
$152,060,000 for the previous twelve 
months, he added, despite the upward 
trend in transit fares in most cities. Heck- 
er continued : 


Declining net revenues are due to increas- 
ing costs of labor, materials, and supplies. 
These are rising faster than revenues, too 
frequently because of delayed fare increases. 
Unlike wages, fares cannot be collected on a 
retroactive basis. 

One of the oddities of the transit business 
is the extremely high percentage of income 
paid out in the form of wages. Our figures 
show this to be 56 per cent, as compared, 


7 


RESULTS OF OPERATION 
1948 1947 Per Cent 


(Preliminary) 


Operating Revenue 
Operating Expense 

(Incl. Depreciation Excl, Taxes) 
Net Revenue 


for instance, to 22 per cent for the power 
and light industry. 


With wages taking such a high per 
cent of the transit dollar, each round of 
wage increases must necessarily be 
passed on to the riders by further fare 
increases if the operating companies are 
to continue to furnish satisfactory serv- 
ice. 


LTHOUGH transit’s payroll rose to 
$825,000,000 in ’48, a 4.43 per cent 
increase over 1947, the number of em- 
ployees declined from 266,000 in 1947 to 
261,000 at the present time. 
_ ATA also revealed that transit fares, 
on the upswing over most of the country, 
reached a 10-cent or higher cash fare in 
1948 in 71 per cent of cities with over 
25,000 population. This population 
group, numbering 412 communities, had 
only 43.8 per cent with a 10-cent cash 
fare in 1945. During 1948, adult fares 
were raised in 205 cities of over 25,000 
residents, and in many of those com- 
munities the latest increase was the third 
or fourth since VJ-Day, when the up- 
ward trend began. At the present time, 
22 have local transit fares in excess of 10 
cents, some as high as 15 cents. 

In 1945, one-third of the 412 cities with 
populations of 25,000 and over had a 
nickel fare, while this year will find less 
than one in ten still offering service for 
that price. 

Outstanding among 1948 fare in- 
creases was the 100 per cent jump in 


Change 
+6.41 


329,000,000 740,000 +7.29 
151,000,000 


OPERATING STATISTICS 


Number of Passengers Carried 

Vehicle Miles Operated 

‘Miles of Line Operated (Dec. 31) 
Passenger Vehicles Owned (Dec. 31) .... 
Number of Employees 

Payroll 
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WHAT OTHERS THINK 


New York city, where the 5-cent fare on 
city-owned subway lines became 10 cents. 
With the end of the nickel fare in New 
York and shortly in Dayton, Ohio, there 
is only a small group of cities in the U.S. 
offering service at 5 cents per ride, and 
these al] have a population of less than 
85,000, 

In line with the decrease in passengers 
carried during the past twelve months, a 
slight falling off in miles operated by the 
country’s transit vehicles took place in the 
same period, when the total dropped to 
3,287,000,000 miles. This compares with 
3,342 000, 000 covered in 1947, However, 
miles of line operated rose to an esti- 


mated 51,000 last year from 50,778 in 
1947, 

Passenger vehicles owned by the in- 
dustry are estimated at the year’s end to 
be 91,700—a small drop from the 92,- 
407 in 1947. Replacement of less serv- 
iceable equipment with newer, more 
efficient, and generally larger vehicles ac- 
counts for this decrease, it was stated. 
New busses put in service in 1948 num- 
ber 7,000, while 500 streetcars and 1,350 
trolley coaches were added to the nation’s 
transit fleet during the same period. 
Two hundred and thirty rapid transit 
cars were delivered to the New York 
transit system during 1948, 





Advertising the American System 


HE best minds of the American As- 

sociation of Advertising Agencies 
and the Association of National Adver- 
tisers have pooled their efforts to develop 
a remarkable and well-thought-out plan 
to give the American people a better un- 
derstanding of our economic system. The 
uniqueness of the plan lies in the fact that 
it recognizes the shortcomings of our 
system and takes them into consideration 
in formulating a program, 

As the basic foundation for a program 
it was agreed that in the years between 
the passage of the Sherman Antitrust Act 
and 1929 the American system was based 
on five fundamental principles: (1) pri- 
vate property, (2) a free market, (3) 
profit and wage incentives, (4) competi- 
tion, and (5) government regulation — 
but not government control. 

It was also agreed that the American 
people generally believed in the above 
basic principles, but that they had inade- 
quate understanding of how they func- 
tioned. The belief in the principles was 
established by public opinion polls. The 
lack of understanding was demonstrated 
by the fact that the people voted so often 
since the depression against the very 
principles in which they believe. 

The joint committee attributes this 
lack of understanding to five factors : (1) 
confusion and frustration created by the 


depression; (2) psychological effect of 
an industrial society on people—loss of 
feeling of importance ; (3) specialization 
has taken many people out of contact 
with the workings of our system; (4) 
no organized effort to present the posi- 
tive side; and (5) subversive propa- 


ganda 


T was decided that this situation pre- 
sented a definite danger to the 
American people in that they would un- 
wittingly modify their economic system 
bit by bit until it is no longer the social 
contact they thought they had. Regard- 
ing this danger the joint committee says: 


Since America is the world’s last great 
stronghold of free economy and freemen, the 
final issue of this world-wide struggle will 
pr robably be settled here. In our opinion the 

nal outcome of this struggle may depend as 
much on economic events as on political ones. 
In fact, it may depend primarily on whether 
or not the American poor are able wd solve 
the problem of the business cycle and still 
retain a free economy. We say this because 
anyone who analyzes the situation carefully 
comes face to face with this inescapable 
logic: 

In order to pecservs a reasonably oa 
economy in our ighly industrialized soci 
we have to work out some method o 
cushioning the effects of the business cycle. 

If the American people can’t work out 
some method of cushioning the effects of the 
business cycle under a free economy, they 
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may be strongly impelled to adopt a con- 
trolled economy. 

If this is true, we are in an extremenly 
serious position. 

For what chance does this country stand 
of solving the business cycle—and preserv- 
ing our freedom—when the American people 
are as ill-informed on economics as they are 
today? 

Unless the American people can be pre- 
pared for the problems that lie ahead—unless 
they can be given adequate information, and 
understanding, and knowledge, on which to 
base their economic decisions—the future for 
our free economy—and our freedom—looks 
very grim indeed. 


ROM the above reasoning, the com- 

mittee formulated a 3-point plan. 
First, the establishment of a permanent 
program in each plant and plant city de- 
signed to present sound economic in- 
formation and to restore the worker’s 
pride in his job, his feeling of importance 
or economic significance, and his sense of 
belonging to the group. 

Second, the development of a broad, 
general, product-type advertising cam- 
paign on what the American economic 
system has done for us and what it can 
do—if we keep it. 

Third, a recommendation for the 
future, as follows: 


Our third recommendation expressed the 
joint committee’s belief that sooner or later 
someone is going to have to tackle the prob- 
lem of educating the American people on the 
basic principles of our whole economic sys- 
tem—why and how it is able to provide what 
it does. Programs No. 1 and 2 would help 
meet the vital needs of the immediate 
future. But in the public debates that lie 
ahead—how to achieve a degree of security 
without loss of too much liberty; how to 
cushion the business cycle without restricting 
our free market; how to raise the world’s 
standard of living without ruining certain 
home industries, etc.—people wil! have to 
have information on which to base their de- 
cisions, 

Therefore our committee recommended 
that we develop a project that is admittedly 
one of the most difficult ever attempted : 


That we build a nation-wide educational 
campaign on how and why the American 
economic system is able to do what it does 
—using advertisements, booklets, motion 
pictures, radio, and any other media of 
communication that fit our purpose, 

And that such a program be limited only 
to the amount of time it takes to reéducate 
this generation of the American people. 


Finally, we made this last recommenda- 
tion: That some means be found to make all 
three programs absolutely fair and unbiased 
—programs that could be supported by labor 
unions as well as by business, or by any 
other groups in the country who could be 
interested. 

We put particular emphasis on this final 
recommendation because we believe very 
strongly that the success of the entire ven- 
ture would depend as much on the manner 
in which the discussion was placed before 
the American people as on the material 
which was presented. 


HE above material was condensed 

from a 3l-page booklet prepared by 
a joint ANA-AAAA committee on eco- 
nomic education. Inquiries concerning 
any of its contents should be addressed 
to the joint committee, 420 Lexington 
Avenue, New York 16, New York. It 
has been printed and distributed as a pub- 
lic service by Time, the weekly news 
magazine, 9 Rockefeller Plaza, New 
York 20, New York, 

That takes care of the original plans 
and recommendations. 

At this point the organization and exe- 
cution of the plan were taken over by the 
Advertising Council, Inc., with offices in 
New York, Washington, Chicago, and 
Hollywood. This group represents not 
only the advertising companies and the 
advertising agencies but also the adver- 
tising media, including radio, news- 
papers, outdoor and transportation ad- 
vertising, magazines, and Sunday fea- 
tures. It considers itself a public serv- 
ice group; is supported financially by 
business. The counsel was organized at 
the beginning of the last war and was 
engaged in planning and sometimes 
executing many of the war campaigns, 
including bonds and scrap salvage. 

The Advertising Council has been en- 
gaged in appealing for support from 
business for the continuation of its basic 
magazine campaign beyond the month of 
November. General Electric and Gen- 
eral Foods have each agreed to put 
$100,000 worth of advertising space be- 
hind the campaign. Other groups, includ- 
ing advertising agencies themselves, 
have stated that they will purchase space 
to run the prepared ads over their own 
names. 
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In General 


Power Deal OK’d 


PROPOSAL that the Bonneville Power 
Administration make a deal with 
British Columbia to obtain storage water 
for power generation at Grand Coulee 
dam in the winter met with quick ap- 
proval in Washington, D. C., last month. 
Senator Warren G. Magnuson, Demo- 
crat, Washington, and ex-Senator Clar- 
ence C. Dill presented to President Tru- 
man a plan for the BPA to purchase 
5,000,000 to 6,000,000 acre-feet of water 
from British Columbia.and pay for it 
out of revenues from the additional 
power produced. 

The plan includes construction of a 
stone and earth dam below the Arrow 
lakes on the Columbia river in British 
Columbia by the Province. BPA would 
pay for the water obtained during winter 
months when the Columbia flow is not 
sufficient to operate all of the Grand 
Coulee generators. 

The International Joint Commission, 
which has jurisdiction over such United 
States-Canadian proposals, will make a 
survey of the proposed dam. The com- 
mission expressed hope the report will 
be ready at its next meeting in April. 

Under the proposal the additional 
water would be used to generate an ad- 
ditional 500,000 to 700,000 kilowatts of 
power annually at Grand Coulee. The 


water to be purchased from British Co- 
lumbia would cost about half the power 
revenues it would produce, it was said. 


FPC Puts Off Hearing 


‘Le Federal Power Commission has 
postponed indefinitely a hearing 
scheduled for February 7th in its investi- 
gation of the Panhandle Eastern Pipe 
Line Company’s transfer of natural gas 
reserves to the Hugoton Production 
Company, The commission said it plans 
to await final disposition of a companion 
case by the United States Supreme Court. 

The commission ordered the investiga- 
tion last October after Panhandle organ- 
ized the Hugoton Company and trans- 
ferred gas reserves in Kansas to Hugo- 
ton in exchange for that company’s stock. 
Panhandle planned to distribute the stock 
to its own stockholders. 

In mid-November, the commission 
started the companion court case in the 
Federal District Court for the District of 
Delaware, It asked an injunction to re- 
strain Panhandle from the proposed 
stock distribution pending the commis- 
sion’s ruling. The district court denied 
the motion and the commission appealed 
to the United States Third Circuit Court 
of Appeals. That court entered a stay 
order restraining Panhandle from dis- 
tributing the stock pending the appeal. 





® 
Connecticut 


Rate Increases Authorized 


UsTOMERS of the Connecticut Light 
& Power Company will pay higher 


rates for their gas and electricity, it was 
decided recently by the state public utili- 
ties commission. At the time of the an- 
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nouncement, however, the amount of the 
rate increases was still unsettled. The 
commission’s decision authorized the 
company to work out new rates that will 
add $2,102,000 a year to its revenues. 
The commission said $1,093,000 in in- 
creased electric rates would be allowed, 


$511,000 in increased gas rates, and 
$498,000 in the extension of a fuel ad- 
justment charge to residential users of 
electricity, The company had asked for 
increases aggregating $3,610,000, but the 
——— teieniaied the request by $1,- 
498,000. 


Florida 


Seek Statewide Utility Statute 


HE board of directors of the Florida 

Power Corporation last month 
asked the Pinellas legislative delegation 
to support a statewide utility regulatory 
law. The directors also were reported to 
have renewed attacks on the Pinellas 
County Utility Board. 

Constitutionality of the county utility 
board has been challenged in the courts 
by Florida Power, and the case is now 
before the state supreme court. The local 
commission was provided for in a bill 
introduced by Senator Henry S. Bay- 
nard, Reasons for favoring a state regu- 
latory commission were given: in the 
resolution adopted by the FPC directors 
as follows: (1) Personnel for such a 
group would be “presumably” selected 
on a basis of technical qualifications for 
dealing with utility regulation; (2) “by 
devoting full time to the duties of their 
office, it is expected that such commis- 
sioners would develop exceptional skills 
through experience and a broad under- 
standing of the many problems under 
their control” ; (3) in addition to special 
qualifications for the commissioners, the 


technica] staff of the commission “pre- 
sumably” would be composed of experts 
trained in engineering, accounting, and 
law; (4) the state group would exercise 
continuous supervision of all electric 
companies and therefore would be in a 
better position to make decisions “with 
promptness and fairness.” 

The directors called it a “basic theory” 
that members of the state group would 
be “nonpolitical and would be qualified 
for the position by their knowledge and 
training rather than because of some po- 
litical connections.” 

It was admitted that such a group 
“would insure considerable savings to the 
taxpayers.” 

The commission also “would be re- 
sponsible primarily for the establishment 
of standards, rules, schedules of charges, 
and other matters affecting the opera- 
tions of the electric companies in Flori- 


A bill calling for such a statewide regu- 
latory group was introduced during the 
1947 session of the legislature, but was 
killed in committee. Baynard then in- 
troduced the bill setting up the Pinellas 
Utility Board. 


Georgia 


Bill Defines “Confiscation” 


EORGIA’S legislature received a bill 

attempting to define “confiscation 

of property” in the regulation of public 
utility rates. 

Introduced last month by Representa- 

tive Vaughn Terrell of Floyd, the pro- 
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posed legislation would provide that un- 
less a utility is earning less than 4 per 
cent on its investment, its rates cannot 
be considered so low as to represent con- 
fiscation. 

Representative Terrell said his pro- 
posal was intended to prevent “rate 
squabbles.” 
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Indiana 


Houses Passes Bill Repealing 
Utilities Arbitration Act 


HE Democratic administration bill 
repealing the 1947 compulsory utili- 
ties arbitration act was passed by a vote 
of 76 to 22 in the state house of repre- 


sentatives and sent to the senate late last 
month, : 

Voting on the bill for the most part 
followed party lines, it was reported, with 
57 out of the 60 Democrats in favor of 
the repealer and 21 of the 40 Republicans 
against it. 


we 
Michigan 


Six Per Cent Return Hit 


ONTENTION between Governor Wil- 
liams and the state public service 
commission over recent utility rate in- 
creases apparently had boiled down last 
month to a question of whether public 
utilities really are entitled to a 6 per cent 
return on their investment as the com- 
mission contends, 

At a 2-hour conference with the three 
commissioners — all Republicans — the 
Democratic governor raised the question 
of why returns of utilities had not 
dropped in recent years, as have earnings 
of banks and other business institutions. 

“I have no definite opinion as to what 
the rate of return should be, but it is a 
question I expect to pursue,” Williams 
said, announcing his intention to confer 
with utility officials and their patrons. 

The state legislature also may take up 
the matter of utility returns. Representa- 
tive William S. Broomfield, Republican 
of Royal Oak, introduced a resolution to 
create a house committee of three to in- 
vestigate them. 

“Private investors have been unable 


for some years to obtain returns of more 
than 2 to 4 per cent on safe investments 
comparable to public utilities, and the 
return on government bonds averages 
only 23 per cent,” Broomfield said. “The 
difference seems to be unjustified, and 
should be investigated with a view to ad- 
justment for the benefit of the con- 
sumer.” 

Commission members insisted a 6 per 
cent return was fair, although earnings 
necessarily vary somewhat according to 
circumstances, They defended recent 
rate increases on the grounds that infla- 
tion, with its soaring costs, finally had 
caught up with the utilities, and that they 
had to be kept “robust,” in order to get 
capital to provide the service the public 
demands. Some of the rate schedules ap- 
proved produce earnings of only 5.25 per 
cent, they said. 

“I believe the commissioners are doing 
what they think is right, but I don’t know 
whether I agree with their philosophy,” 
Williams commented afterward, dis- 
claiming any intention of asking for any 
resignations. 


Minnesota 


Utility Tax Proposed 


SPECIAL tax on production of elec- 
tricity by private electric power 
companies and an increased tax on gross 
earnings of telephone companies were 
among the ible means of raising reve- 
nue for a soldiers’ bonus program sug- 
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gue to the state legislature by Governor 
uther Youngdahl in his budget message 
last month. 

He also suggested a tax on certain 
“luxury” items, an increase in the occu- 
pational tax on iron mining, and the tax 
on royalties, and submission of a consti- 
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tutional amendment authorizing an in- 
crease in the gross earnings tax on rail- 
roads to be earmarked with other reve- 
nue to help pay the cost of the bonus. 

“You may determine upon additional 


sources of revenue,” Governor Young- 
dahl said in discussing the bonus issue, 
“but I sincerely hope that you will adopt 
items that spread the cost widely and that 
you will avoid a general sales tax.” 


Missouri 


Vote to Oppose Bar on Strikes 


EPEAL of the King-Thompson and 
Madison state labor regulatory acts, 
which were enacted by the 1947 Repub- 
lican-controlled legislature, was de- 
manded under a 6-point legislative pro- 
gram adopted at a conference of Mis- 
souri labor leaders at Jefferson City re- 
cently. 
The labor program also calls for enact- 
ment of a law restricting the rights of 


courts to issue injunctions in labor dis- 
putes, passage of a state minimum wage 
law, and liberalization of workmen’s 
compensation benefits and of the admin- 
istration of unemployment compensation. 

The backing of virtually every segment 
of Missouri organized labor was pledged 
to the program by 55 representatives of 
the AFL, CIO, the Railroad brother- 
hoods, and the Independent Communica- 
tions Workers of America, representing 
telephone employees. 


& 
New Hampshire 


Bill Limiting Return Filed 


EGISLATION designed to limit New 

Hampshire’s utilities to a 44 per 

cent return on their investment was filed 

in the state senate recently by Senator 
Eugene S. Daniell, Jr., of Franklin. 

The bill, sent to the judiciary commit- 

tee, presumes that returns of more than 


44 per cent on utility investments are un- 
reasonable and would place the burden 
of proof upon the utility to show that 
such returns were not unreasonable. 

Senator Daniell said he had “faith in 
the state public service commission” but 
that it has been “misled by utility law- 
yers.” 


» 
New York 


Gets Gas Rate Increase 


HE state public service commission 
last month authorized a rate increase 
of $1,025,000 a year for the Brooklyn 
Union Gas Company. The new rates, 
effective January 29th, will affect 820,- 
000 customers of the utility, which serves 
large sections of Brooklyn and Queens. 
This was the fourth increase granted 
to the company since July, 1947, and 
brings the total rate rise to $8,825,000. 
In its latest application, filed November 
Ist, the utility asked for an increase of 
$2,200,000 a year to offset higher labor 
and material costs. 


Rehearing Asked 


oS, Consolidated Edison Company 
on January 28th was served with a 
copy of a petition by the city of New 
York to the state public service commis- 
sion asking for a rehearing on the recent 
increase in the company’s gas rates. 

This petition was based upon technical 
questions relating to the commission’s 
basis for its order. 

Ralph H. Tapscott, company presi- 
dent, said if a rehearing is had, the com- 
pany expects to show that even the in- 
terim rates in question are grossly inade- 
quate. 
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Pennsylvania 


Power Cost Boosted 


LECTRICITY costs will go up April 
Ist for 16,500 commercial and in- 
dustrial users in the Pittsburgh district. 
Residential users will not be affected. 
The increase was announced last month 


by Duquesne Light Company. It must be 
approved by the state public utility com- 
mission before it becomes effective. 

The boost will average about $3.50 a 
month for such customers, the company 
said. The firm blamed the increase on 
rising coal costs. 


Vermont 


Energy Tax Increase 
Recommended 


A increase in Vermont’s electric en- 
ergy tax from one-half mill per 
kilowatt hour to one mill for electricity 
generated in the state was recommended 
by Governor Gibson in his budget mes- 
sage last month to the state legislature. 

Governor Gibson’s recommendations 


also included a proposal for a one per 
cent increase for each step in the gradu- 
ated state income tax law. 

These and other suggestions for rais- 
ing a total of $4,000,000 in new revenue 
were made by the governor in submitting 
a record budget of $41,701,361 for the 
next biennium, an increase of about $10,- 
000,000 over the total 1947 budget figure. 


Washington 


Must Share Power 


Que City Licut must continue to 
share its power with other Pacific 
Northwest utility systems even if it 
means local curtailment of electrical use, 
the city council agreed recently, 


Lighting Superintendent E. R. Hoff- 
man was authorized to cut down as much 
as 15 per cent in sales of electrical energy 
to conserve power. 

“The public has been responding very 
well to our requests for voluntary codp- 
eration in saving power,” Hoffman said. 


Wisconsin 


Five-member Commission 
Proposed 


wo Democratic assemblymen intro- 

duced a bill on January 26th to set 
up a 5-member state public service com- 
mission in place of the present 3-man 
body. 

The bill, brought in by Assemblyman 
Casimir Kendziorski (Democrat, Mil- 
waukee) and George Molinaro (Demo- 
crat, Kenosha), would require that one 
commissioner represent “the public,” 
two would speak for the farmer and 
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small business, and two for labor and 
industry. 

Terms would be six years, at present, 
with the public representative getting a 
term ending in March, 1955. The first 
commissioners representing the farmer 
and small business would serve until the 
spring of 1953, and the representatives 
of labor and industry until 1951. 

The bill provides that when it becomes 
law and the new appointments are made, 
the terms of present commissioners will 
expire. 
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Transfer of Natural Gas Leases Not Subject to 
Control of Power Commission 


HE United States Court of Appeals 

for the Third Circuit upheld the ac- 
tion of a district court in denying the 
Federal Power Commission a prelimi- 
nary injunction to restrain the comple- 
tion of a transaction involving a transfer 
of natural gas leases. The underlying 
question was whether such a transaction 
was subject to commission jurisdiction 
in spite of the provision in the Natural 
Gas Act that regulation should not ex- 
tend to facilities used for local distribu- 
tion or to production or gathering of nat- 
ural gas. 

Panhandle Eastern Pipe Line Com- 
pany, an interstate company subject to 
regulation by the Federal Power Com- 
mission, has gas properties under lease 
which it has transferred to Hugoton Pro- 
duction Company, organized as a sub- 
sidiary to hold gas leases and to sell gas 
produced, 

A contention by the commission that 
an administrative body is, in the first in- 
stance, its own judge of the scope of its 
jurisdiction was answered by the court 
with the statement that in this case no 
court was stepping between the commis- 
sion and the performance of its job. The 
commission was, on the other hand, seek- 
ing court help, which it admitted was 
discretionary, in a situation where its in- 
vestigatory powers had been unopposed. 

The court said that when a party seeks 
court help it must show that it is entitled 
to such help. The court could not escape 
the responsibility of deciding whether 


the commission had been given the rights 
or powers for which court sanction was 
being sought. 

The commission’s argument for juris- 
diction made three points. It said that 
Panhandle, in a previous matter, had 
represented most of the leases included 
in the transaction to be used and useful 
in the operation of its existing pipe-line 
facilities. 

Secondly, on this basis and other 
representations and facts, the commission 
permitted the leases to be included in the 
rate base. 

Thirdly, Panhandle in an application 
for certificates of convenience and neces- 
sity had represented to the commission 
that it held these gas leases. 

The court said that the commission’s 
argument proved too much, and con- 
tinued: 

If it prevails, a gas company which had 
had commission action on its rate base could 
never sell an outworn truck nor an obsolete 
drilling machine without getting commission 
approval. It would, likewise, be compelled to 
take to the commission every proposed trans- 
fer of a 10-acre gas lease in exchange for 
another, no matter how obviously desirable 
the transfer might be in collecting its hold- 
ings in a conti — area instead of having 
them scatt In other words, by this 
process, it seems to us, the commission will 
have taken over the area of regulation of 
facilities for Fas production which by ex- 
press terms of § 1 of the statute were to be 
excluded from commission regulation. 


Federal Power Commission v. Pan- 
handle Eastern Pipe Line Co. 
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Telegraph Company Properly Refused Service Used 
To Transmit Race Track Information 


HE Western Union Telegraph Com- 

pany was upheld in its refusal to re- 
store interstate service to a person en- 
gaged in transmitting race track news 
from eastern states to California. Re- 
cipients of the news were said to be 
bookmakers using the news in making 
racing bets. This would result in the tele- 
graph company supplying service which 
violated California law. 

The Federal Court of Appeals for the 
Ninth Circuit affirmed a district court 
judgment denying an injunction against 
the telegraph company. The complainant 
asserted that transmission of such news 
was a legitimate business under a Cali- 
fornia decision, People v. Brophy 
(1942) 49 Cal App 2d 15, 120 P2d 946. 

The court said that for the purposes 
of its decision it might assume that, so 
far as concerned the complainant, he was 
engaged in a legitimate business in send- 
ing race track news from eastern tracks. 
Nevertheless, said the court: 

The telegraph company was notified by the 
attorney general for California, in writing, 
that such illegitimate use of the drops was 
being made in several cities in California and 
by the sheriff of Kern county, California, 
that such use was being made in the city of 


Bakersfield, California. McBride does not 
complain that the places of such illegal mis- 
use are not sufficiently described, but that the 
statement of the notices of illegal use are not 
substantiated. We do not agree that the 
notifying officers are required to supply to 
the telegraph company the probative facts to 
be adduced in court in the trial of the cases 
of violation stated in the notices. 


McBride contended that the company 
should be required to “continue” to sup- 
ply facilities. He argued that the com- 
pany should disregard notices of enforce- 
ment officers because they concerned a 
past wrongdoing and it should treat his 
cause of action as beginning anew litiga- 
tion for the supplying of telegraphic and 
drop services which the company re- 
fused, 

The effect of this, said the court, would 
make nugatory a regulation of the com- 
pany relating to discontinuance of serv- 
ice at the request of enforcement 
agencies, A new illegal use would follow, 
to be stopped only long enough for the 
bringing of another suit. The processes 
of law violation would continue indefi- 
nitely with only minor stoppages by an 
impotent attorney general. McBride v. 
Western Union Teleg. Co. 


7 


Direct Sales of Interstate Gas Not Regulated 
As Public Utility Service 


6 he. Illinois commission ended a 
proceeding which it had begun to in- 
vestigate the public utility status of 
Mississippi River Fuel Corporation. It 
held that, under the particular circum- 
stances disclosed, direct sales of inter- 
state gas, under contract, to local indus- 
tries and public utilities was not a public 
utility service subject to regulation under 
Illinois law. 

There appeared to be no question, 
said the commission, that the transporta- 
tion of gas from Louisiana and Texas 
and bulk deliveries made to two Illinois 
utility companies were in interstate op- 
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eration within the control of the Federal 
Power Commission. The operation of 
selling gas directly to twenty-five indus- 
tries was, however, a matter that, under 
the Natural Gas Act, was not subject to 
regulation by the Federal Power Com- 
mission. 

It appeared to be a transaction which, 
under the opinion in the case of Pan- 
handle Eastern Pipe Line Co. v. Indiana 
Pub. Service Commission (1947) 332 
US 507, 71 PUR NS 97, was an opera- 
tion in interstate commerce, but, never- 
theless, a matter as to which the state 
might exercise regulation in the event 
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— authority had not occupied the 
eid, 

These direct sales were negotiated 
about nineteen years ago, before passage 
of the Natural Gas Act, and were not in 
connection with any operations which 
were then regarded as of a public utility 
nature or subject to regulation of either 
a state or Federal commission. Both 
buyer and seller of gas fairly intended 
a private sale of a commodity. 

The company is, in effect, carrying on 
today substantially the same business 
with substantially the same customers to 
whom it undertook to sell supplies of gas 
nineteen years ago. The sales were not 
made pursuant to any grants of certifi- 
cates of convenience and necessity, 
grants of the power of eminent domain, 
nor in contemplation of general develop- 


2 


ment of gas business. The commission 
said: 


The commission is of the opinion that it 
has general jurisdiction over the sales of gas, 
either by pipe-line companies or local dis- 
tributing companies, to the public in this 
state. Nevertheless these particular sales, by 
reason of the manner of their original nego- 
tiation, their subsequent history, and the cir- 
cumstances under which they were nevoti- 
ated, are considered and found not to be a 
service to the public within the meaning of 
§ 10 of the Commerce Commission Act. The 
commission expresses no opinion as to what 
the situation might be should the company 
undertake to expand its direct sales or what 
the situation might be with respect to any 
other company where the circumstances of 
the sales and their history are different from 
that here present, 


Illinois Commerce Commission v. Mis- 
sissippi River Fuel Corp. (No. 36128). 


Higher Construction Costs Support Claim 
For Further Telephone Rate Increase 


HE Georgia commission authorized 

the Southern Bell Telephone & 
Telegraph Company to make a further 
increase in rates, but in a smaller amount 
than the company had itself established 
following commission and court rulings 
in its rate controversies. 

The state supreme court, in 75 PUR 
NS 471, upheld company claims to more 
revenue. The company construed a low- 
er court decision, following the supreme 
court ruling, as authorizing it to estab- 
lish its own rates without specific author- 
ity from the commission or from the 
court for the particular rates it chose to 
establish. 

The commission decided that those 
rates were excessive and that a lower 
schedule of rates would provide sufficient 
revenue to meet current operating ex- 
penses, pay interest on debenture in- 
debtedness, and provide a reasonable re- 
turn on equity capital invested in the 
company. The commission also decided 
that the company should refund to sub- 
scribers the difference between the rates 
collected under its own increased 
schedules and the rates approved by the 
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Georgia Public Service Commission. 

The evidence showed that a return of 
54 per cent on invested capital would 
represent an annual return of approxi- 
mately 5.19 per cent on original cost of 
plant less accrued depreciation reserve. 
This calculation was made by excluding 
from invested capital funds held for the 
use of the company by the American 
Telephone and Telegraph Company 
which had not been advanced to the sub- 
sidiary for expenditures. The commis- 
sion explained : 

It is the opinion of the commission that a 
fair and proper return should be provided 
on the entire invested capital of the company 
but that such return should not include a 
return on capital which is allegedly being 
held for the use of the company, but which 
has not been advanced to it and is not repre- 
sented by any of the outstanding securities 
of the company. 


A witness for the company testified at 
some length as to the effect of increased 
construction costs and resulting in- 
creased average investment per telephone 
resulting from the higher cost of provid- 
ing service to new subscribers. He as- 
serted that construction costs were at a 
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very high level and far above the average 
cost of construction of the company’s 
entire property. 

He testified that the effect of new con- 
struction at current high costs and at the 
current rate of construction expenditures 
resulted in an annual decrease in the rate 
of return of approximately one-half per 
cent per annum. The commission said: 

This does not appear entirely illogical and 
would seem to indicate that a slightly higher 
rate of return should be prescribed for the 

future than that indicated necessary for a 

past twelve months’ period. 


Rates prescribed by the commission 
will provide approximately $1,483,000 
more gross revenue than rates in effect 
prior to the company’s established 
schedule. After giving effect to taxes 
and other items they will produce a re- 
turn of approximately 5.65 per cent on 
net average investment. This, said the 
commission, appeared adequate and 


reasonable for a rate of return. 

Chairman McDonald, in a dissenting 
opinion, noted that the majority had re- 
duced by $1,500,000 the rates which the 
company “arbitrarily and without author- 
ity” put into effect, but he dissented be- 
cause he believed that the record and 
every consideration of equity demanded 
a reduction of more than $2,000,000. He 
said that the majority had treated 
liberally the wholly owned subsidiary of 
American Telephone and Telegraph 
Company, the world’s most powerful and 
prosperous utility. 

Especially he felt that the company 
should not be rewarded for “the utter 
failure to meet its obligation to provide 
telephone service for would-be subscrib- 
ers” and its failure to provide service 
in rural areas. Re Southern Bell 
Teleph. & Teleg. Co. (File No. 19315, 
Docket No. 8970-A). (For earlier com- 
mission decision see 75 PUR NS 221.) 


Court Approves Dissolution of Holding Company 


A“ ITED STaTEs District Court ap- 
proved as fair and equitable the 
amended plan of dissolution of the 
Northern States Power Company ( Dela- 
ware). The Securities and Exchange 
Commission had approved the plan and 
had applied to the court for its enforce- 
ment. The plan provided for the issu- 
ance of reclassified common stock of 
Northern States Power Company (Min- 
nesota), its subsidiary, and for the dis- 
tribution of approximately 78 per cent of 
these shares to the preferred stockhold- 
ers of the holding company to be dis- 
solved and 22 per cent to its common 
stockholders. 

All of the holding company’s pre- 
ferred stockholders and one of the com- 
mon stockholders objected to the plan. 
The court observed that the only contro- 
versial question presented was a factual 
issue. That was whether or not there was 
a rational basis for the commission’s 
estimate of future earnings applicable to 
the presently outstanding common stock 
of the subsidiary. 


The preferred stockholders main- 
tained that the commission made two 
fundamental errors in estimating the sub- 
sidiary’s prospective earnings, They con- 
tended that the commission failed to give 
due consideration to the effect of the sub- 
sidiary’s plan to fund its pension system 
at annual cost for a period of at least 
twenty years on the net revenues of the 
company, and, secondly, that the sub- 
sidiary is committed to an expansion 
program involving large expenditures re- 
quiring additional financing. It was said 
that the commission gave insufficient 
weight to the dilution in the per share 
common stock earnings which would re- 
sult from the issuance of this additional 
common stock. 

The court rejected these contentions, 
saying : 

It palpably would be erroneous to presume 
that the expansion program will produce no 
additional net revenue, although the operat- 
ing ratio will undoubtedly increase. More- 
over, it is unthinkable that the Minnesota 


company would launch upon a construction 
program of this magnitude without the as- 
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surance that the venture will increase the 
net revenues of the company. 


The historical earnings of the com- 
pany for the past twenty years were cited 
by the preferred stockholders as the only 
safe guide for the future. The court held 
otherwise. It felt that these earnings re- 
flected the depression period, wartime 
earnings, the impact of the excess profits 
tax, and many other conditions which 


over the period of years had had a direct 
effect upon the net revenues of the com- 
pany. In citing the fact that we are now 
going through a period of unprecedented 
prosperity in the area served by the util- 
ity and its subsidiaries, the court held 
that one cannot assume that this condi- 
tion will continue. Re Northern States 
Power Co. (Delaware) et al. 80 F Supp 
193. 


e 


Free Fire Protection Service Eliminated 


N examination of the rates of a 
municipal water utility by the Wis- 
consin commission resulted in its issuing 
an order permitting a general increase to 
allow a return of 4 per cent, 
A nominal service charge was sub- 


stituted for free fire protection service 
for private customers connecting to the 
city water mains so that more equitable 
distribution of the utility’s readiness-to- 
serve cost would be effected. Re Bloomer 
(2-U-2804). 


e 


Neither Reproduction Cost Nor Original 
Cost Controls Rate Base 


es Indiana commission rejected 


contentions that it should not con- 
sider reproduction cost new as a yard- 
stick in finding a rate base. On the other 
hand, it rejected a contention that the 
only yardstick the commission could use 
was that of original cost depreciated. 

The commission agreed that to use the 
reproduction cost new theory, which was 
said to be at best highly speculative, 
would not be a sound rule, particularly 
in view of the fact that this would estab- 
lish valuation of the property at the high- 
est possible level. 

On the other hand, the commission 
continued, it would be just as false to re- 
strict consideration to the use of the 
original cost depreciated theory as the 
one and only measure of utility property 


e 


valuation, that probably being the lowest 
valuation that could be considered. 

The Indiana Utility Act does not con- 
template that the commission limit its 
consideration to either theory, said the 
commission. The act contemplates that 
the commission will not be bound by any 
one theory of valuation. It provides that 
the commission shall value all property 
used and useful, giving such considera- 
tion as it deems appropriate in each case 
“to all bases of valuation which may be 
presented or which the commission is 
authorized to consider.” The act further 
provides that as an element in determin- 
ing value the commission may also take 
into account reproduction costs at cur- 
rent prices, less depreciation. Re Indi- 
ana Gas & Water Co., Inc. (No. 21042). 


Rate Contract Not Broken by Making 
Lower Rate Contracts for Others 


N industrial consumer of gas tried 
unsuccessfully to recover from the 
Atlanta Gas Light Company the differ- 
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ence between rates paid by this consumer 
and rates charged other industrial con- 
sumers. The court of appeals of Georgia 
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decided that the company had not broken 
its contract with the consumer and there 
was no ground for recovery because of 
discrimination. 

The company, several years ago, pre- 
scribed Industrial Rate No. 4, which was 
available to any industrial consumer. 
Then this customer entered into a con- 
tract undertaking to take gas for indus- 
trial use. It was agreed that the customer 
should pay a rate then or thereafter on 
file with the commission kiown as rate 
No. 4, provided that no rate should ex- 
ceed the rate prescribed or approved by 
the commission. 

Later the company entered into special 
arrangements with various industrial 
users by which it sold gas to them at 
rates less than those prescribed by rate 
No. 4. The gas company, according to 
the court, was not liable for a breach of 
the contract even though it made such 
contracts with other industrial users and 
filed them with the commission. There 


e 


was no other rate specifically and ex- 
pressly prescribed by the commission for 
the complaining consumer and it had 
paid no higher rate than that specifically 
prescribed for it. 

Assuming for the sake of argument 
that a utility company could be liable for 
breach of duty not to discriminate where 
a lesser charge to one of a class was 
authorized or acquiesced in by the rate- 
making body, said the court, the great 
weight of authority was to the effect that 
the measure of damage is not the differ- 
ence in rates but the actual damage suf- 
fered in competitive business, 

There was said to be no Georgia 
statute giving a right of action for dif- 
ference in rates. The court concluded 
with the statement that this action was 
not for damages by reason of unjust 
discrimination suffered in competitive 
business but only for the difference in 
rates. Columbia Baking Co. v. Atlanta 
Gas Light Co. 50 SE2d 382. 


Higher Rate for Electric Heating Not Discriminatory 


[ USTOMERS using electricity for house 
heating protested to the Montana 
commission against an increase in large 
volume electric rates. Their first conten- 
tion was that no public hearing had been 
held and that’they were not given an op- 
portunity to protest against the increase. 
The commission met the contention with 
this terse statement : 

Under the provisions of § 3891 RCM 
1935, changes in rates may be made after 
concurrence of the commission and upon the 
filing of the new rates in the manner pre- 
scribed. There is no requirement in the 
statute which makes a hearing mandatory 
but the question of whether a hearing is to 
be held rests in the discretion of the commis- 
sion. The new rates were properly approved 
by the commission. 

For a second claim the customers said 
that actions and representations of the 
company in regard to the permanency of 
the rate for electricity for house heating 
precluded it from increasing the rates. 
This is technically referred to as estoppel. 

The commission pointed out that no 
contract establishing utility rates can 


abridge the right and duty of the com- 
mission to fix rates. Since the utility 
could not agree by an express contract 
that its rates would remain constant, it is 
evident, the commission said, that it could 
not do the same thing by implication as 
estoppel. The commission added that the 
evidence indicated that the company 
never had represented that its rates were 
permanent. 

The final objection to the rate increase 
was that it was discriminatory in that 
persons using over 1,000 kilowatt hours 
per month were charged a higher rate for 
the excess than for the first thousand 
kilowatt hours. 

The commission pointed out that the 
company was submitting the present 
schedule because a one-cent rate for 
heating was not compensatory and it 
wanted to discourage house heating by 


electricity. The commission answered 
the objection with this statement: 
It is proper to charge different rates for 


different uses as, for example, residence and 
commercial or residence and specified uses, 
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like hot water heaters or heating. It is like- 
wise proper to make steps in the rate based 
on probable average use as in this case. From 
the facts, it may be assumed that most cus- 
tomers using in excess of 1,000 kilowatt 
hours are using electricity for purposes other 
than ordinary domestic residential use. . 
We believe the reasons given were ade- 


HE supreme court of Arizona held 

that a municipal plant’s attempt to 
exact from an applicant for service a $50 
deposit or bond not required of others 
and a refusal, unless this requirement 
was met, to grant him the utility service 
accorded his neighbors constituted unjust 
discrimination. Wickenburg v. Sabin, 
200 P2d 342. 


quate to support the proposal and that the 
resulting rates are fair, reasonable, and non- 
discriminatory. 


Residents of Ravalli County v. Montana 
Power Co. (Docket No. 3666, Order No. 
2048). 


7 


Other Important Rulings 


The Indiana commission dismissed a 
petition by an individual to require a rail- 
road to grant permission for the con- 
struction of a private crossing over tracks 
of the railroad. The commission said that 
the rights of the parties as concerned 
the private crossings are determined by 
statute and are outside the jurisdiction of 
the commission. Re Melton (No. 20439). 
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ALABAMA PUBLIC SERVICE COMMISSION 


Re Mobile Gas Service Corporation 


Docket 11845 
November 29, 1948 


PPLICATION for authority to create new trust indenture and 
to issue debentures ; granted. 


Security issues, § 44 — Public interest — Investors — Customers. 
The public interest involved in a proceeding to secure approval of security 
issues embraces not only the interest of security holders but also involves the 
ability of the utility to meet its obligation to provide adequate service at 
reasonable rates at all times to its customers. 


APPEARANCES: For petitioner: 
Maurice White, President, Mobile Gas 
Service Corporation; B. D. Williams, 
Vice President, Mobile Gas Service 
Corporation; Sam M. Johnston, At- 
torney, for petitioner, Mobile. 


By the Commission: The petition 
in this cause was filed with the Com- 
mission on the 17th day of November, 
1948. 

Due notice of the filing of the peti- 
tion and of the time and place fixed 
for hearing same was given to the pub- 
lic in accordance with applicable stat- 
utes and the rules and regulations of 
the Commission. 

A public hearing on the petition was 
held by the Commission in accordance 
with such notice at its offices in Mont- 
gomery, Alabama, commencing at 
8:30 a. m. on November 24, 1948. 

The petition seeks authority to issue 
under a new trust indenture dated as 
of December 1, 1948, debentures in 
the principal amount of $1,000,000, 
due December 1, 1968, which are to 
bear interest at not more than 4 per 
cent per annum and to sell the same 


[7] 


for not less than the principal amount 
thereof, and accrued interest thereon 
from December 1, 1948, to the date of 
purchase. 

The proceeds received from the sale 
of such debentures, together with such 
other funds of petitioner as may be 
necessary, are to be used (a) to retire 
a promissory note made by petitioner, 
dated September 30, 1948, in the 
amount of $150,000, payable to the 
Chase National Bank, New York, 
New York, and bearing interest at the 
rate of 2 per cent per annum and to 
pay the expenses of the transaction de- 
scribed in this petition; (b) and to 
pay for the extension and improve- 
ments of its gas distribution system, 
the issuance of said securities being 
necessary in order to provide a part of 
the funds needed by the corporation to 
finance its construction program for 
the years 1948 to 1952, inclusive, to 
meet the growing demand for natural 
gas throughout the territories served 
by petitioner and to expand the service 
area of petitioner. 


On the hearing, petitioner present- 
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ed considerable evidence as to its in- 
vestment, income, cash requirements 
and the effect of the proposed refi- 
nancing, together with the history and 
development of petitioner’s utility 
business and the cost and value of its 
property. The testimony is that while 
the trust indenture has not yet been 
completely worked out, it will con- 
tain general conditions obtaining in 
present-day trust indentures of this 
character, including provisions for a 
sinking fund, but will not constitute a 
lien upon the property of petitioner. 
A tentative draft of the proposed trust 
indenture is filed herein. The petition 
sets out that the debentures will ma- 
ture on December 1, 1968. 

The Commission, while giving con- 
sideration herein to the evidence as to 
cost and value of petitioner’s prop- 
erty, does not at this time make a final 
determination of either such cost or 
value. 

The Commission is of the opinion 
that the proposed security issues by 
petitioner are reasonable and proper 
in the light of all the circumstances in- 
volved and should be approved. 

It cannot be reasonably overlooked 
that, in any proceeding of this char- 
acter, the public interest involved em- 
braces not only the interest of those 
who now are, or may hereafter be- 
come, the holders of the securities of 
petitioner, but also involves the ability 
of the utility to meet its obligations 
thereafter under the law to provide 
adequate service at reasonable rates at 
all times to its customers. 

In passing upon any such applica- 
tion as that before us, this Commis- 
sion must give due consideration to 
the entire public interest to be affected, 
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and this we have done in this report 
and order. 

After full and careful consideration 
of the petition and the evidence here- 
in, the Commission, being fully ad- 
vised in the premises, is of the opin- 
ion, and finds that such security is- 
sues are: 

A. For lawful objects within the 
corporate purposes of said utility, 
namely, the refunding of petitioner’s 
bonded indebtedness and provision for 
the construction or acquisition of ad- 
ditional property ; 

B. Compatible with the public in- 
terests ; 

C. Necessary, appropriate for, and 
consistent with the proper perform- 
ance by petitioner of its service to the 
public as such utility and will not im- 
pair its ability to perform that serv- 
ice; and 

D. Reasonably necessary and ap- 
propriate for such purposes. 


ORDER 


The premises considered : 

It is ordered by the Commission: 

1. That petitioner is hereby au- 
thorized to execute and deliver a new 
trust indenture to The Merchants Na- 
tional Bank of Mobile, a corporation, 
as trustee, to secure the present issu- 
ance of $1,000,000 principal amount 
of debentures, maturing December 1, 
1968, at an interest rate not to exceed 
4 per cent per annum, said debentures 
to be sold at not less than the principal 
amount thereof, and accrued interest 
thereon, from December 1, 1948, to 
the date of purchase. 

2. Petitioner is hereby authorized 
to use the proceeds from the sale of 
such debentures for the retirement of 
petitioner’s said promissory note in 
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RE MOBILE GAS SERVICE CORP. 


the sum of $150,000, dated September 
30, 1948, bearing interest at the rate 
of 2 per cent per annum, payable to 
the Chase National Bank, New York, 
New York; to pay the expenses in- 
curred by the corporation in connec- 
tion with the transaction described in 
this petition, and to pay for the exten- 
sion and improvements of its gas dis- 
tribution system, said funds being a 
part of the funds needed by petitioner 
to finance its construction program for 
the years 1948 to 1952, inclusive, to 
meet the growing demand for natural 
gas throughout the territories served 
by petitioner and to expand the service 
area of petitioner. 

3. That petitioner file with the 
Commission promptly after the ex- 
ecution thereof a copy of the trust in- 
denture securing the debentures here- 
in authorized to be issued; that the 
purchaser of said debentures who may 
purchase the same at private sale shall 
be under no obligation to ascertain 
the net amount of proceeds obtained 
by petitioner from said debentures, or 
to ascertain the compliance by peti- 


tioner with any other provisions of 
this order, this order being, as far as 
the purchaser is concerned, full au- 
thority for petitioner to issue and sell, 
or otherwise dispose of, said deben- 
tures. 

4. That petitioner make reports to 
this Commission within ninety days 
from the date of this order showing in 
detail the disposition of the debentures 
and if not disposed of within such 
time, petitioner shall, by the end of 
every 90-day period thereafter, make 
reports until such complete disposition 
is made, and such reports shall be 
made in the detail and form prescribed 
by the Commission. 

5. That petitioner, within ninety 
days from the date of the issuance of 
the securities herein authorized, sub- 
mit to the Commission the interest to 
be made to reflect the adjustments of 
its account incident thereto. 

Jurisdiction hereof is retained by 
the Commission for the purpose of 
making such other and further orders 
herein as may be found to be reason- 
able, necessary, and proper. 
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NEW YORK SUPREME COURT, SPECIAL TERM, NEW YORK 
COUNTY, PART III 


Abco Moving & Storage Corporation 


New York Telephone Company 


193 Mise 96, 83 NYS2d 448 
May 25, 1948 


eee by subscriber for temporary injunction restraining 
telephone company from refusing acceptance of advertise- 


ment in classified directory; denied. 


Order unanimously af- 


firmed in (1948) 274 App Div 779, 81 NYS2d 146; motion 
for leave to appeal denied in (1948) 274 App Div 823, 81 
NYS2d 457. 


Public utilities, § 117 — Telephone company — Obligation to accept directory ad- 


vertising. 


A telephone company is not performing an essential public service in includ- 
ing advertising in its classified directory and cannot be compelled to accept 


an advertisement. 


AppEARANCES: Zelby & Burstein & 
Reich, of New York city (Herbert 
Burstein, of New York city, of coun- 
sel), for plaintiff; Ralph W. Brown, 
of New York city (Irving W. Young 
and Jordan R. Bassett, both of New 
York city, of counsel), for defend- 
ant. 


Pecora, J.: Plaintiff seeks an in- 
junction to restrain defendant pen- 
dente lite from refusing acceptance of 
plaintiff’s advertisements in the classi- 
fied telephone directories. No clear 
right to such relief has been demon- 
strated. In my opinion, the telephone 


company in publishing a classified di- 
rectory does not perform an essential 
public service except with respect to 
ordinary listings therein. As to ad- 
vertisements the position of a tele- 
phone company is analogous to that of 
the publisher of a newspaper or maga- 
zine. Furthermore, the refusal to ac- 
cept the advertisements has not been 
shown to be arbitrary. Defendant has 
submitted sufficient facts to show that 
it acted reasonably in so refusing be- 
cause of recent events involving the 
president of plaintiff corporation in 
connection with a similar business. 
Motion is denied. 
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TENNESSEE COURT OF APPEALS 


Southern Bell Telephone & Telegraph 
Company 


Railroad and Public Utilities Commission 
et al. 


— Tenn App —, — SW2d — 
August 28, 1948 
ETITION by telephone company for interlocutory injunction 
Pr restrain enforcement of Commission order suspending 
company's revised tariffs for intrastate service and keeping 
existing rates in effect pending final determination of appeal; 
granted. For lower court decision, see (1948) 74 PUR NS 
150, and for Commission decision, see (1947) 72 PUR NS 264. 


Appeal and review, § 13 — Proper appellate court. 
1. The court of appeals and not the supreme court has jurisdiction over an 
appeal by the Commission from a decree of chancery court enjoining the 
Commission from enforcing an order prohibiting a utility from putting in 
effect a new rate schedule, p. 105. 


Courts, § 2 — Jurisdiction of court of appeals — Injunctive powers. 
2. The court of appeals has the power to issue all writs and process neces- 
sary for the exercise and enforcement of its jurisdiction, even though it has 
no original but only appellate jurisdiction, p. 106. 


Courts, § 2 — Power of court of appeals. 
3. The Tennessee court of appeals has power to issue injunctions, to ap- 


point receivers, and to issue all process necessary to effectuate its jurisdic- 
tion, p. 106. 
Appeal and review, § 73 — Scope of powers of appellate court — Injunction. 

4. The court of appeals, having acquired jurisdiction of the subject matter 
of a proceeding between a utility and a Commission, and of the parties when 
the Commission appealed from a lower court order enjoining it from inter- 
fering with a new rate schedule filed by the utility, has the power to issue 
an injunction similar to that which was issued by the lower court but vacated 
by the Commission’s appeal, in order to protect the rights of the parties 
and prevent irreparable injury or a miscarriage of justice pending the ap- 
peal, p. 107. 

§ 247 — Rate-making power of utility and Commission. 

5. A telephone company has the right to put its revised tariffs into effect, 
subject, however, to the Commission’s power to suspend them and to deter- 


101 76PURNS — 








TENNESSEE COURT OF APPEALS 


mine whether they are just and reasonable and, if not, to fix rates which 
would be just and reasonable, p. 108. 


Rates, § 2 — Character of rate making. 
6. The fixing of rates is a legislative act but one which is subject to judicial 
review, p. 108 


Rates, § 190 — Presumption of validity. 
7. There is a presumption that rates which have been established by the 
Commission are valid, and a complaining party has the burden of proving 
that such a rate is illegal, unjust, or unreasonable, p. 108. 


Appeal and review, § 49 — Scope of judicial review — Rate order. 
8. An appeal from a Commission order to a court of equity, to determine 
whether the Commission’s action has transcended the constitutional limits 
of the legislative sphere and whether the rates established by it are confisca- 
tory, has a wide scope, and the court is not bound to accept Commission 
findings although supported by substantial evidence, but must exercise its 
own independent judgment upon both the law and the facts, p. 108. 


Appeal and review, § 25 — Scope of review — Injunctive decree of chancellor. 
9. An injunctive decree of the chancellor is presumably valid, and while it 
is reviewable by the court of appeals de novo, such review is only upon the 
assignments of error of the appellant, who has the burden of showing the 
decree to be erroneous, p. 109. 


Injunction, § 37 — Injunction pending appeal. 
10. The court of appeals, in determining whether an interlocutory injunc- 
tion should issue, is governed by the rules of equity practice which govern 
a chancellor in determining whether a preliminary injunction should be is- 
sued, p. 109. 


Injunction, § 38 — Interlocutory decree — Practice. 
11. An interlocutory injunction will usually be granted where the ques- 
tions presented are grave and the injury to the moving party will be certain 
and irreparable if the application be denied and the final decree be in his 
favor, while if the injunction be granted the injury to the opposing party, 
even if the final decree be in his favor, will be inconsiderable, or may be 
adequately indemnified by a bond, p. 110. 


Injunction, § 38 — Interlocutory injunction pending appeal. 
12. An interlocutory injunction was awarded restraining the Commission 
from interfering with a newly filed rate schedule where the record indi- 
cated that the utility would lose a substantia! sum of money while awaiting 
a determination of the Commission’s appeal from a lower court decision 
that rates allowed by the Commission were confiscatory and where the utility 
could be required to protect consumers by filing a bond to insure proper 
refunds in case the Commission order should be upheld upon appeal, p. 110. 
Injunction, § 45 — Confiscatory rate order — Injunction pending appeal. 
13. Upon a prima facie showing by a utility that a Commission rate order 
is confiscatory, an interlocutory injunction should be issued upon such terms 
as will protect both the utility and public pending a determination of the 
controversy and the establishment of just and reasonable rates, p. 111. 
Return, § 50 — Confiscation. 
14. Confiscation is effected as well by the refusal to increase rates up to the 
level of compensation as by reducing them below that level, p. 112. 
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Injunction, § 45 — Rate fixing by court — Confiscatory rates. 
15. The court’s use of its injunctive power, where Commission established 
rates appear to be confiscatory, does not constitute rate making or an inter- 
ference with the Commission’s statutory authority, but is merely the exercise 
of the inherent power of equity to grant relief upon such terms as will 
make the relief effective, pending settlement of the rate controversy and the 
establishment of just and reasonable rates, p. 112. 


Fetts, J.: The appellee, Southern 
Bell Telephone & Telegraph Compa- 
ny, has filed in this court a petition for 
an interlocutory injunction to restrain 
enforcement of an order of appellant 
Railroad and Public Utilities Commis- 
sion which suspended the company’s 
revised tariffs for intrastate service 
and kept in effect the existing rates. 
The ground of the petition is that 
these rates are confiscatory and the 
company will suffer irreparable injury 
pending this appeal unless the injunc- 
tion is granted. 


From the record before us it ap- 
pears that the existing rates were 
fixed by the Commission a number of 


years ago. There has been no over- 
all increase in them since 1923. Since 
1939 there has been a great upsurge 
of prices, the costs of materials and 
equipment have increased from 25 per 
cent to 159 per cent, and wages have 
spiraled upward. In May, 1947, fol- 
lowing a strike, the company granted 
further wage increases, which added 
$920,000 more per year to the operat- 
ing expenses of its intrastate service 
in this state. 

On June 10, 1947, pursuant to 
Code § 5451(d), the company filed 
with the Commission a schedule of 
increased tariffs for intrastate tele- 
phone service, both toll and exchange, 
to become effective August 1, 1947. 
This was an over-all average increase 
of 16.27 per cent in the rates, and was 
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estimated to add $4,000,000 more to 
the gross revenue of the company. 

The company submitted the figures 
as to its current intrastate operating 
expenses and revenues, showing that 
under the old rates, due to the great 
increases in its expenses, it was suffer- 
ing operating losses of approximately 
$3,500 per day, or $1,295,000 per 
year; and that the new rates were 
necessary to afford it emergency re- 
lief but would yield a return of only 
4.93 per cent on its intrastate net 
average investment. 

The Commission entered an order 
June 19, 1947, suspending the com- 
pany’s revised schedule of rates until 
September 9, 1947. On July 3rd, the 
company moved the Commission to 
modify its order so as to put the new 
rates into effect August Ist, upon 
the company giving a bond to refund 
to its customers the difference, if any, 
between the new rates and what might 
ultimately be determined to be just 
and reasonable. The Commission 
overruled this motion July 28, 1947. 

On July 31st, the company brought 
suit in the chancery court, Part II, 
of Davidson county to enjoin the 
Commission from interfering with the 
company’s putting the new rates into 
effect August Ist, upon the execution 
of a proper refunding bond. A pre- 
liminary- injunction issued. Upon the 
application of the Commission a jus- 
tice of our supreme court superseded 
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the injunction August 5th. This be- 
cause Code § 5451(d) authorized the 
Commission to suspend the revised 
tariffs filed June 10th, for three 
months, and the chancellor had no 
power to enjoin such suspension dur- 
ing that time (see opinion filed Au- 
gust 5, 1947). That suit seems to 
have been withdrawn. 

On September 8th, the Commission 
issued a second order further suspend- 
ing the revised tariffs until November 
7th. A hearing before the Commis- 
sion on the merits was begun Septem- 
ber 8th and concluded September 26th. 
On November 6, 1947, 72 PUR NS 
264, the Commission announced its 
findings and entered an order denying 
any increase in the rates. It struck 
out $3,137,498 of the company’s an- 
nual operating expenses, and thus 
reached the conclusion that no rate in- 
crease was warranted. 

On December 1, 1947, the present 
bill was brought by the company 
against the Commission and each of 
its members in the chancery court, 
Part II, of Davidson county. It was 
filed in a twofold aspect. It presented 
a case for a review of the Commis- 
sion’s orders by certiorari under Code 
§§ 8989-9018; and it also alleged a 
case of confiscation calling for relief 
under the court’s original equity juris- 
diction. 

It alleged, upon the uncontradicted 
evidence before the Commission, that 
a fair return for the intrastate service 
by the company would be 6.66 per cent 
on its intrastate net average invest- 
ment; that its revised tariffs would 
yield a return of only 4.93 per cent on 
such investment; that under the ex- 
isting rates the company was suffer- 
ing operating losses of approximately 


$3,500 a day, or $1,295,000 a year; 
and that the Commission’s order keep- 
ing these rates in effect was confis- 
catory and constituted a taking of the 
company’s property without due proc- 
ess, in violation of Art I, § 8, of the 
Constitution of Tennessee and of 
§ I of the Fourteenth Amendment to 
the Constitution of the United States. 

Among other reliefs, the bill prayed 
that upon a hearing a preliminary in- 
junction issue restraining enforce- 
ment of the order of the Commission 
and restraining its members from in- 
terfering with the company’s collec- 
tion of its revised tariffs, upon its ex- 
ecution of a proper refunding bond; 
that on the hearing the injunction be 
made final; and that the order of the 
Commission be adjudged illegal and 
void. 

It appears that there was no hearing 
on the application for a preliminary 
injunction and no preliminary injunc- 
tion issued. The defendants filed a 
lengthy answer denying practically all 
of the material allegations of the bill. 
The record made before the Commis- 
sion was certified to the chancery 
court; and it was stipulated that the 
evidence offered before the Commis- 
sion should stand as the proof in this 
cause. 

The hearing before the chancellor 
was begun April 19 and concluded 
April 21, 1948. On June 17th, 74 
PUR NS 150, the chancellor filed his 
opinion embracing his findings of fact 
and conclusions of law. He consid- 
ered in detail each of the items of the 
company’s operating expenses which 
had been disallowed by the Commis- 
sion. He found that all of them were 
supported by the uncontradicted evi- 
dence and that there was no evidence 
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to support the Commission’s disallow- 
ance of any of them. 

He also found that the revised tar- 
iffs would produce a return of about 
4.93 per cent on the company’s intra- 
state net average investment (a lower 
rate base than the fair value of its 
property used and useful in rendering 
the service) ; that therefore the revised 
tariffs were not excessive or unrea- 
sonably high; that there was no evi- 
dence to support the Commission’s de- 
nial of an increase in rates; and that 


its order requiring the company to- 


continue operating at the existing 
rates was confiscatory. 

The chancellor accordingly entered 
a decree June 23, 1948, adjudging 
the order to be confiscatory, contrary 
to the Fourteenth Amendment to the 
Constitution of the United States and 
to Art I, § 8, of the Constitution of 


Tennessee, and therefore illegal and 


void. The decree enjoined the Com- 
mission and each of its members from 
taking any steps to enforce the order 
or to enforce any penalties against the 
company for not complying with it. 

The Commission indicated it would 
appeal. Its appeal would vacate the 
court decree and continue its own or- 
der in effect. So the company moved 
the chancellor to enter an order keep- 
ing the injunction in force pending 
the appeal. He overruled this motion, 
holding that such an order would it- 
self be vacated by the appeal, because 
Code § 10553, authorizing the chan- 
cellor to continue an injunction in ef- 
fect on appeal, applies only to a pre- 
liminary injunction that “is or has 
been dissolved,” not to a final injunc- 
tive decree. 

The Commission moved for a new 
trial, its motion was overruled, and it 
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saved a bill of exceptions and per- 
fected its appeal, no bond being re- 
quired. The transcript was filed here 
June 30th, and the cause placed on our 
docket for hearing at our next ses- 
sion. Also on June 30th the company 
filed this petition for an interlocutory 
injunction. 

In addition to the foregoing, the 
petition stated that the evidence be- 
fore the Commission and the chancel- 
lor covered the period of the compa- 
ny’s intrastate operations up to March 
31, 1947; that since then the results 
show that its operating losses have 
increased from $1,295,000 to $1,852,- 
389 per year, or more than $5,000 
per day; and that the revised tariffs, 
instead of producing the return of 
4.93 per cent found by the chancellor, 
would produce only 3.98 per cent per 
annum on the net intrastate average 


- investment. 


The Commission filed an answer 
denying that its order was confisca- 
tory or otherwise illegal, denying that 
the company was suffering any loss, 
averring that its combined operations 
(both intra- and inter-state) showed 
a profit, and denying all the other 
material averments of the petition. 
On July 2nd this application for an 
interlocutory injunction was heard 
before this court. Counsel made oral 
arguments, later both sides filed full 
briefs, and the record was passed to 
the court. The court took time for 
consideration. 

[1] Able counsel for the Commis- 
sion insist that the jurisdiction of this 
appeal is in the supreme court and not 
in this court; that even if this court 
has jurisdiction of the appeal it has 
no jurisdiction to grant the injunc- 
tion here sought; and that if it has © 
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such jurisdiction it ought not to exer- 
cise it and ought not to grant the in- 
junction. 

We think the jurisdiction of this 
appeal is in this court rather than the 
supreme court. This question, we 
think, has been settled by decisions of 
our supreme court by which we are 
bound. 

Code § 10618, apportioning appel- 
late jurisdiction, gives this court ju- 
risdiction of “all civil cases except” 
—specifying particular exceptions one 
of which is cases “involving constitu- 
tional questions.” Thus jurisdiction 
of all civil cases in this court is the 
rule and jurisdiction in the supreme 
court is the exception. The legislative 
policy has been to relieve the burdens 
of the supreme court, and the tenden- 
cy has been strictly to construe the ex- 
ceptions. _Woodroof v. Nashville 
(1946) 183 Tenn 483, 489, 192 SW 
2d 1013, 1015; Tennessee C. R. Co. 
v. Pharr (1946) 183 Tenn 658, 194 
SW2d 486. 

The Woodroof Case held that Code 
§ 9015, providing for appeals to the 
supreme court in certiorari cases for 
review of actions of the Commission 
and other administrative bodies, was 
in conflict with, and must give way to, 
Code § 10618; and that therefore ju- 
risdiction of appeals in such cases was 
in this court and not the supreme 
court. 

In the Pharr Case, supra, 194 SW 
2d at p. 488, the railway complained 
of a freight rate fixed by the Commis- 
sion. One of the grounds was that 
the Commission’s action “violated Art 
I, § 8, of the Constitution of Tennes- 
see, and the Fourteenth Amendment 
of the Constitution of the United 
States in that petitioner was de- 


prived of its property without due 
process of law.” The railway ap- 
pealed to the supreme court on the 
theory that the case involved a consti- 
tutional question. 

That court, however, held that this 
issue of due process was not a consti- 
tutional question in the sense of the 
statute (§ 10618), and that the juris- 
diction was not in that court but in 
the court of appeals, and accordingly 
remanded the case to this court, and 
we disposed of it. Tennessee C. R. 
Co. v. Pharr (1946) — Tenn App —, 
198 SW2d 289. 

[2] While this court has no orig- 
inal jurisdiction and its jurisdiction 
is appellate only, it has the power to 
issue all writs and process necessary 
for the exercise and enforcement of its 
jurisdiction. Code § 10637. A grant 
of appellate jurisdiction implies that 
there is included in it the power neces- 
sary to exercise it effectively, to make 
all orders necessary to preserve the 
subject of the litigation, to secure the 
fruits thereof to the successful party, 
and to prevent a miscarriage of justice. 
2 Am Jur, Appeal and Error, § 9, 
p. 850; Annotation, 133 ALR 1105. 

[3] This court, like our supreme 
court, has the power to issue injunc- 
tions, to appoint receivers, and to is- 
sue all process necessary to effectuate 
its jurisdiction. Kerr v. White 
(1874) 66 Tenn 394; Cockrill v. 
Peoples Savings Bank (1927) 155 
Tenn 342, 357, 293 SW 996; Chaffin 
v. Robinson (1948) — Tenn —, 213 
SW2d 32; State v. Nashville Trust 
Co. opinion of court of appeals filed 
May 1, 1948, unreported; Darling 
Shops of Memphis-Nashville v. Gray, 
Davidson Equity, opinion filed May 3, 
1943. 
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In the Cockrill Case, supra, the su- 
preme court issued a temporary in- 
junction, in advance of a hearing on 
the merits, to restrain a trustee’s sale 
of complainant’s property. Chief Jus- 
tice Green there pointed out that while 
the court had to try the case on the 
record made below, it could look to 
matters happening since the trial be- 
low in order to protect its jurisdic- 
tion, to prevent such jurisdiction from 
being trifled with or rendered ineffec- 
tual. 

In the Chaffin Case, supra, the court 
of appeals entered a perpetual injunc- 
tion restraining the unsuccessful party 
from trespassing upon the successful 
party’s land. Several years later a 
petition was filed in this court aver- 
ring that subsequent purchasers had 
violated this injunction and asking 
that they be punished for contempt. 
We thought this would be an exercise 
of an original rather than appellate 
jurisdiction. 

The supreme court, however, held 
that it was not, and remanded the case 
to this court for further proceedings. 
That court based its decision largely 
upon the idea that Code § 10637, ap- 
plicable in terms to the supreme court, 
was equally applicable to this court, 
and empowered it to issue “all writs 
and process necessary for the exer- 
cise and enforcement of its jurisdic- 
tion.” 

In the Darling Shops Case, supra, 
upon the bill of an alleged lessee, a 
preliminary injunction was granted 
restraining the lessor from prosecut- 
ing an action of unlawful detainer. 
Upon defendant’s preliminary motion 
the special chancellor, in advance of 
a hearing on the merits, dissolved the 
injunction, adjudged that complain- 
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ant had no lease, ordered a referencé 
to fix defendant’s damages, and de- 
nied complainant’s prayer for an ap- 
peal. Defendant procured a judg- 
ment in the unlawful detainer action. 

In the meantime, upon complain- 
ant’s application for certiorari, a 
member of this court reversed the 
chancellor’s action, issued a tempo- 
rary injunction restraining defendant 
from taking further steps to enforce 
a writ of possession, and remanded 
the cause for a hearing on the merits. 
Upon such hearing the regular chan- 
cellor, though much impressed by 
complainant’s equity, dismissed his bill 
and dissolved the injunction. 

He appealed to this court, and in 
advance of a hearing on the merits, a 
member of this court issued a tempo- 
rary injunction restraining defendant 
from enforcing a writ of possession 
pending the appeal, this being neces- 
sary to preserve the court’s jurisdic- 
tion of the subject matter and to se- 
cure the fruits of the litigation to the 
successful party. 

[4] It is argued, however, that the 
present application is either an effort 
to have this court review the chancel- 
lor’s denial of the injunction pending 
the appeal, or an effort to have this 
court exercise original jurisdiction; 
and that if it is the former, it should 
await a hearing of the appeal on the 
merits ; and if it is the latter, this court 
has no power to act. 

We think it is neither. The chan- 
cellor, after a full hearing on the mer- 
its, found this a proper case for an 
injunction, and entered a final injunc- 
tive decree. The Commission had a 
right to appeal, and was under a duty 
to do so, believing the decree erro- 
neous. But its appeal vacated the de-° 
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cree and continued its own order in 
effect. As the chancellor held, he was 
powerless to continue in effect any 
part of his decree pending the appeal. 

But this court, having acquired ju- 
risdiction of the subject matter and 
of the parties by the Commission’s ap- 
peal, has both the power and the duty 
to determine whether an injunction, 
like that ordered by the chancellor’s 
decree, ought now to issue in order to 
protect the rights of both parties and 
prevent irreparable injury, or a mis- 
carriage of justice, pending this ap- 
peal. In Gibson’s Suits in Chancery 
(3rd ed.) § 1300, it is said: 

“When an equity cause goes to an 
appellate court, it stands there, in 
many respects, as it stood in the chan- 
cery court before the hearing, and the 
powers of the appellate court in the 
cause are very similar to, if not iden- 
tical with, those of the chancery court 
at the hearing, except the former court 
has, in addition, full power to revise 
any interlocutory ruling, order, or de- 
cree. If, therefore, while the cause is 
pending in the appellate court, any 
party is entitled under the rules of 
chancery practice, to have a receiver 
appointed, or a restraining order is- 
sued, the court will exercise the juris- 
diction, provided all persons to be af- 
fected are parties to the cause in which 
the motion is made. ng 

Learned counsel for the Commis- 
sion argue that rate making is not a 
judicial but a legislative function, 
which is vested exclusively in the 
Commission; that neither the utility 
nor the courts have any right directly 
or indirectly to interfere with the 
Commission’s rate-making authority ; 
and that this application by the com- 
pany for an interlocutory injunction 


really amounts to a request for this 
court to fix rates, which it has no pow- 
er to do. 

We need not undertake a discussion 
of the respective roles of the utility, 
the Commission, and the courts in a 
controversy like this. It is enough 
merely to outline them. 

[5] At common law a public util- 
ity had the power to fix its rates. In 
respect to intrastate rates it still has 
this power, subject to the regulatory 
powers conferred on the Commission 
by our statutes. By Code § 5451(d) 
the company had the right to put its 
revised tariffs into effect, subject to 
the Commission’s power to suspend 
them and to determine whether they 
were just and reasonable and, if not, 
to fix rates which would be just and 
reasonable. Cumberland Teleph. & 
Teleg. Co. v. Tennessee R. & Public 
Utilities Commission (1921) 287 
Fed 406, 412; O’Brien v. Public Util- 
ity Com’rs, 92 NJL 44, PUR1919B 
865, 105 Atl 132, 134. Construing 
the New Jersey statute upon which 
our statute is modeled, Memphis v. 
Enloe, 141 Tenn 618, 627, PUR 
1919F 508, 214 SW 71. 

[6-8] It is true the fixing of rates 
is a legislative act but it is subject to 
judicial review. It is also true that 
when the Commission has fixed a rate, 
there is a presumption that it is cor- 
rect, and the complaining party has 
the burden of proving that it is illegal 
or unjust and unreasonable. Ken- 
tucky-Tennessee Light & P. Co. v. 
Dunlap (1944) 181 Tenn 105, 55 
PUR NS 399, 178 SW2d 636; Ten- 
nessee C. R. Co. v. Pharr (1946) — 
Tenn App —, 198 SW2d 289. 


There are two different modes of 
judicial review of the action of the 
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Commission: (1) the ordinary one by 
certiorari, as provided by Code 
§§ 8989-9018, to determine whether 
the Commission has acted in excess 
of the power conferred upon it by our 
statutes, or whether there is any evi- 
dence to support its findings; and (2) 
the one in which a court of equity, in 
the exercise of its original jurisdic- 
tion, is called upon to determine 
whether the Commission’s action has 
transcended the constitutional limits 
of the legislative sphere—whether the 
rate fixed is confiscatory. 

In the former the scope of judicial 
review is much narrower, and the 
the court is bound by the Commis- 
sion’s findings of fact if there is any 
substantial evidence to support them. 
Tennessee C. R. Co. v. Pharr, supra, 
and cases there cited. But in the lat- 
ter, the court is not bound to accept 
such findings, though supported by 
substantial evidence, but must exercise 
its own independent judgment upon 
both the law and the facts. St. Joseph 
Stock Yards Co. v. United States 
(1936) 298 US 38, 80 L ed 1033, 14 
PUR NS 397, 56 S Ct 720; United 
R. & Electric Co. v. West, 280 US 
234, 251, 74 L ed 390, 409, PUR 
1930A 225, 50 S Ct 123, and cases 
there cited. 

The learned chancellor did that in 
this case. He found that the revised 
rates were just and reasonable, that 
there was no evidence to support the 
Commission’s action, that its order re- 
quiring the company to continue op- 
erating at the existing rates was con- 
fiscatory, unconstitutional and void, 
and should be enjoined. 

[9] The chancellor’s decree comes 
to this court supported by the pre- 
sumption that it is correct. While it 


is reviewable here de novo (Code 
§§ 9036 and 10622), such review is 
only upon appellants’ assignments of 
error according to rules of appellate 
practice which put upon appellants the 
burden of showing the decree to be 
erroneous (Williams Code, Vol. VII, 
pp. 526-531, Supreme Court Rules 14 
and 15; id. pp. 546-549, Court of Ap- 
peals Rules 11 and 12). McCalla v. 
Rogers (1938) 173 Tenn 239, 116 
SW2d 1022; Joest v. John A. Denie’s 
Sons Co. (1939) 174 Tenn 410, 416, 
126 SW2d 312, 314. 

[10] This court, in determining 
whether an interlocutory injunction 
should issue, is governed by the rules 
of equity practice (Gibson’s Suits in 
Chancery, 3rd ed § 1300) which gov- 
ern a chancellor in determining wheth- 
er a preliminary injunction should is- 
sue (id. § 833). They have been 
stated and applied in numerous cases 
like the one before us. 

A leading case is Oklahoma Nat. 
Gas Co. v. Russell, 261 US 290, 67 
L ed 659, PUR1923C 701, 703, 43 
S Ct 353. There the Commission de- 
nied the gas companies an increase in 
rates. The Constitution of Oklahoma 
empowered the supreme court of that 
state, acting legislatively, to substitute 
a different order and to grant a super- 
sedeas in the meantime. The compa- 
nies appealed to the state supreme 
court. That court denied supersedeas, 
leaving the appeals still pending. The 
companies filed a bill in the Federal 
district court alleging confiscation and 
seeking a temporary injunction. That 
court denied relief. Its action was 
reversed by the Supreme Court of the 
United States. Speaking for the 
court, Mr. Justice Holmes said: 


“Coming to the principal question, 
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if the plaintiffs respectively can make 
out their case, as must be assumed for 
present purposes, they are suffering 
daily from confiscation under the rate 
to which they are now limited. They 
have done all that they can under the 
state law to get relief and cannot get 
it. If the supreme court of the state 
hereafter shall change the rate, even 
nunc pro tunc, the plaintiffs will have 
no adequate remedy for what they may 
have lost before the court shall have 
acted. Springfield Gas & E. Co. v. 
Barker (1915) 231 Fed 331, 335.” 

In the case there cited with ap- 
proval, Springfield Gas & E. Co. v. 
Barker, supra, at p. 334, the gas com- 
pany filed a suit in equity alleging con- 
fiscation and seeking a temporary in- 
junction. The court granted the in- 
junction. It said: 

“*When the questions to be ulti- 
mately decided are serious and doubt- 
ful, the legal discretion of the judge 
in granting the writ should be in- 
fluenced largely by the consideration 
that the injury to the moving party 
will be certain, great, and irreparable 
if the motion is denied, while the in- 
convenience and loss to the opposing 
party will be inconsiderable, and may 
well be indemnified by a proper bond, 
if the injunction is granted.’ ” 

[11] To the same effect: Prender- 
gast v. New York Teleph. Co. 262 
US 43, 51, 67 L ed 853, 858, PUR 
1923C 719, 43 S Ct 466; Louisville 
v. Louisville Home Teleph. Co. 
(1922) 279 Fed 949, 956; Monroe 
Gas Light & Fuel Co. v. Michigan 
Pub. Utilities Commission, PUR 
1923E 661, 292 Fed 139, 144. 

“Where the questions presented by 
an application for an interlocutory in- 
junction are grave, and the injury to 
76 PUR NS 


the moving party will be certain and 
irreparable if the application be denied 
and the final decree be in his favor, 
while if the injunction be granted the 
injury to the opposing party, even if 
the final decree be in his favor, will 
be inconsiderable, or may be adequate- 
ly indemnified by a bond, the injunc- 
tion usually will be granted. Love y. 
Atchison, T. & S. F. R. Co. (1911) 
107 CCA 403, 185 Fed 321, 331, 
332.” Ohio Oil Co. v. Conway 
(1929) 279 US 813, 815, 73 L ed 
972, 973, 49 S Ct 256. 

We think this applies to the case 
before us. According to the chancel- 
lor’s findings, which we must now 
presume to be correct, the revised 
tariffs are reasonable, the existing 
rates are confiscatory, and the Com- 
mission’s order kept in force by its 
appeal is causing the company to suf- 
fer operating losses which, upon the 
evidence before us, amount to $3,500 
per day, and, according to the sworn 
petition, have now risen to over $5,000 
per day. 

If the interlocutory injunction is 
not granted, the company will contin- 
ue to suffer these large losses each day 
until this appeal can be finally deter- 
mined, which in the usual course will 
take several months. Then if the 
company is successful, as it was be- 
low, it will have no remedy to recoup 
the losses suffered pending this ap- 
peal. If the Commission should then 
fix compensatory rates, it would have 
no authority to make them retroactive, 
and the company’s losses would be 
great and irreparable. 

[12] On the other hand, if the in- 
junction is granted upon proper bond, 
it will neither infringe the Commis- 
sion’s statutory authority nor cause 
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irreparable injury to the users of the 
company’s intrastate telephone service. 
The Commission will still be free to 
proceed and perform its duty of fixing 
just and reasonable rates (Code 
§ 5451(d)); and the bond will fully 
protect such users and insure proper 
refund to them in the event the 
chancellor’s decree should be finally 
reversed and the Commission’s order 
upheld. 

Such being the balance of the equi- 
ties in favor of the relief sought, we 
are constrained to grant it. In no oth- 
er way can the rights of all parties be 
protected and irreparable injury to 
one of them prevented pending this 
appeal. We have no discretion except 
a discretion controlled by the fixed 
rules of law and equity (Gibson’s 
Suits in Chancery, § 833, note 37, and 
cases there cited) ; and the well-settled 


rule requires the issuance of an inter- 
locutory injunction in a case like this. 

[13] In such cases it has long been 
the established rule of courts of equity 
to grant interlocutory injunctions up- 


on proper refunding bonds. Upon a 
prima facie showing of confiscation 
the injunction issues upon such terms 
as will protect both the utility and the 
public pending a determination of the 
controversy and the establishment of 
just and reasonable rates. This rule 
is supported by numerous decisions. 
Indeed, they are too numerous to per- 
mit a review of them or even a refer- 
ence to all of them. We cite some of 
the leading ones. 

Among such decisions of the Su- 
preme Court of the United States are 
the following: Oklahoma Nat. Gas 
Co. v. Russell, 261 US 290, 67 L ed 
659, PUR1923C 701, 43 S Ct 353; 
Prendergast v. New York Teleph. Co. 
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262 US 43, 67 L ed 853, PUR1923C 
719, 43 S Ct 466; Bluefield Water 
Works & Improv. Co. v. West Vir- 
ginia Pub. Service Commission, 262 
US 679, 67 L ed 1176, PUR1923D 
11, 43 S Ct 675; Smith v. Illinois Bell 
Teleph. Co. 270 US 587, 70 L ed 
747, PUR1926C 754, 46 S Ct 408; 
Ohio Oil Co. v. Conway (1929) 279 
US 813, 73 L ed 972, 49 S Ct 256; 
Central Kentucky Nat. Gas Co. v. 
Kentucky R. Commission (1933) 
290 US 264, 78 L ed 307, 3 PUR NS 
384, 54 S Ct 154; West v. Chesa- 
peake & P. Teleph. Co. (1935) 295 
US 662, 79 L ed 1640, 8 PUR NS 
433, 55 S Ct 894. 


Some of the leading decisions of the 
lower Federal courts are: Springfield 
Gas & E. Co. v. Barker (1915) 231 
Fed 331; Louisville v. Louisville 
Home Teleph. Co. (1922) 279 Fed 
949; Monroe Gas Light & Fuel Co. 
v. Michigan Pub. Utilities Commis- 
sion, PUR1923E 661, 292 Fed 139; 
Louisiana Water Co. v. Missouri Pub. 
Service Commission, PUR1924C 
293, 294 Fed 954; Joplin Gas Co. v. 
Missouri Pub. Service Commission, 
PUR1924D 137, 296 Fed 271; Au- 
gusta-Aiken R. & Electric Corp. v. 
South Carolina R. Commission, PUR 
1923A 213, 281 Fed 977; Trautwein 
v. Moreno Mut. Irrig. Co. (1927) 22 
F2d 374. 

The following are some of the lead- 
ing decisions of state courts -of last 
resort: People’s Gas Light & Coke 
Co. v. Slattery (1939) 373 Ill 31, 31 
PUR NS 193, 25 NE2d 482; Public 
Service Commission v. Indianapolis 
Railways (1947) 225 Ind —, 70 PUR 
NS 480, 72 NE2d 434; Public Serv- 
ice Commission v. Indianapolis Rail- 
ways (1948) — Ind —, 74 PUR NS 
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265, 76 NE2d 841; Southern Bell 
Teleph. & Teleg. Co. v. Public Serv- 
ice Commission (1948) — Ga —, 75 
PUR NS 471, 49 SE2d 38. 

[14] Some of the above cases in- 
volved orders reducing rates; the oth- 
ers, orders refusing to increase rates. 
The principal is the same in both class- 
es. Confiscation is effected as well by 
refusing to increase rates up to the 
level of compensation as by reducing 
them below that level. ‘Property 
may be as effectively taken by long- 
continued and unreasonable delay in 
putting an end to confiscatory rates as 
by an express affirmance of them.” 
(Smith v. Illinois Bell Teleph. Co. su- 
pra, 270 US at p. 591, PUR1926C 
at p. 758.) 

To the same effect: Oklahoma 
Nat. Gas Co. v. Russell, supra; Au- 
gusta-Aiken R. & Electric Co. v. 
South Carolina R. Commission, supra; 
Joplin Gas Co. v. Missouri Pub. Serv- 
ice Commission, supra; Public Serv- 
ice Commission v. Indianapolis Rail- 
ways, supra; Southern Bell Teleph. & 
Teleg. Co. v. Public Service Commis- 
sion, supra. 

[15] Nor does the court’s use of 
its injunctive power in such cases con- 
stitute rate making or interference 
with the Commission’s statutory au- 
thority. It is but the exercise of the 
inherent power of equity to grant re- 
lief upon such terms as will make the 
relief effective, pending settlement of 
the rate controversy and the establish- 
ment of just and reasonable rates. 
Smith v. Illinois Bell Teleph. Co. su- 
pra; Public Service R. Co. v. Public 
Utility Comrs. PUR1921E 632, 276 
Fed 979, 990; Augusta-Aiken R. & 
Electric Co. v. South Carolina R. 
Commission, supra; Joplin Gas Co. v. 


Missouri Pub. Service Commission, 
supra; Trautwein v. Moreno Irrig. 
Co. supra; Public Service Commis- 
sion v. Indianapolis Railways, supra, 
74 PUR NS at p. 268, 76 NE2d at 
p. 843. 

So the application for a temporary 
injunction is granted. An interlocu- 
tory order will be entered by this 
court prescribing the conditions on 
which the injunction will be issued 
and stating the terms of the injunc- 
tion. 

The company shall post a bond in 
the sum of $2,000,000 with security to 
be approved by the clerk, conditioned 
to refund to the users of its intrastate 
telephone service in this state the dif- 
ference between its increased schedule 
of tariffs filed by it June 10, 1947, and 
the rates which may be finally deter- 
mined to be just and reasonable. The 
bond shall be payable to the state of 
Tennessee for the use and benefit of 
such users and shall be so conditioned 
that the Commission may maintain 
suit or suits thereon for the benefit of 
all or any of such users. The company 
shall keep complete and itemized rec- 
ords and books showing the increases 
paid by each user of its intrastate tele- 
phone service under its schedule of in- 
creased tariffs, so that in the event it 
shall be held that such increases shall 
be refunded, the refunds shall be 
promptly and expeditiously made to 
those entitled thereto. 

Upon compliance by the company 
with the foregoing conditions, an in- 
terlocutory injunction will be issued 
enjoining and restraining the Commis- 
sion and each of its members from tak- 
ing any steps to enforce its order of 
November 6, 1947, 72 PUR NS 264, 
enjoining and restraining them from 
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interfering, or attempting to interfere, 
with the collection by the company 
of rates and charges in accordance 
with its schedule of increased tariffs, 
and enjoining and restraining them 


cordance with its schedule of increased 
tariffs; this injunction to remain in 
force and effect pending the final de- 
termination of this appeal. Such an 
order may be submitted by counsel. 


from taking any steps to enforce any 
penalties against the company for its 
collection of rates and charges in ac- 


Howell, J., concurs. 


Hickerson, J., concurs. 





FEDERAL POWER COMMISSION 


Re General Crude Oil Company 


Docket No. G-1140 
November 10, 1948 


PPLICATION for status determination and declaratory order 
A that oil company is not a natural gas company subject to 
Commission jurisdiction; order granted. 


Gas, § 2.1 — Commission jurisdiction — Production and gathering. 


An independent producer and gatherer of natural gas making an arm’s- 
length sale of natural gas to a “natural gas company” upon completion 
of the production and gathering, is not a natural gas company subject 
to the jurisdiction of the Federal Power Commission. 


(BucHAnan, Commissioner, dissents.) 


* 


By the Commission: On October 
11, 1948, General Crude Oil Company 
(applicant), a Delaware corporation 
authorized to do business in the state 
of Texas and with an office in Hous- 
ton, Texas, filed an application pur- 
suant to § 1.7(c) of the Commission’s 
Rules of Practice and Procedure for 
a status determination and a declara- 
tory order that said applicant is not 
a “natural-gas company” as defined in 
the Natural Gas Act and that its pro- 
posed acts and operations, as described 
hereinafter, will not be subject to the 
jurisdiction of the Commission. 

The application states that appli- 
cant owns 1.9236739 per cent of the 
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estimated total gas reserves in the 
Silsbee field, Hardin county, Texas, 
and is the operator of 3 oil wells and 
owns an interest in a number of gas 
wells which are operated by others 
therein. It is further stated that ap- 
plicant and three other gas producers 
in the Silsbee field have entered into 
a contract with Texas Eastern Trans- 
mission Corporation under which each 
producer sells individually its gas to 
Texas Eastern Transmission Corpo- 
ration as the gas is produced and proc- 
essed through a gasoline plant to be 
located in the Silsbee field. One of 
the other gas producers, as plant op- 
erator for itself and for applicant and 
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the other two gas producers, is pres- 
ently constructing such plant, and de- 
liveries of gas under the aforemen- 
tioned contract are expected to com- 
mence prior to January 1, 1949. The 
proposed point of sale and delivery to 
Texas Eastern Transmission Corpo- 
ration of such gas is at the discharge 
side of the plant. 

Texas Eastern Transmission Cor- 
poration heretofore has been held to 
be a “natural-gas company” within 
the meaning of the Natural Gas Act 
by Commission order dated October 
10, 1947, in Docket No. G—880. 

Applicant is not affiliated directly or 


indirectly with Texas Eastern Trans- 
mission Corporation by ownership of 
stock or otherwise. 

Upon the above facts, as presented 
in the application filed herein, and 
pursuant to § 03.79 of the Commis- 
sion’s General Rules, the Commission 
finds: 

The sale as proposed by applicant, 
General Crude Oil Company, is an 
arm’s-length sale of natural gas by an 
independent producer and gatherer 
made upon completion of production 
and gathering, and therefore the 
transaction is within the purview of 
said rule. 





UTAH PUBLIC SERVICE COMMISSION 


Re Gunnison Telephone Company 


Case No. 3325 
November 12, 1948 


PPLICATION for authority to increase telephone rates; in- 
l \ creased rate schedules approved. 


Payment, § 33 — Service denial to enforce. 
1. It is not in the interest of a telephone company or the telephone-using 
public to follow a policy of discontinuing service in cases of slow or delin- 
quent payments when the area served consists of small communities in 
which practically all the residents are acquainted with each other and 
a resort to service denial creates difficult public relations, p. 117. 


Payment, § 53 — Discount for promptness. 
2. A discount for prompt payment of telephone bills was approved, as 
it would facilitate collection of accounts and minimize losses normally 
occurring upon failure to pay monthly bills, p. 117. 

Rates, § 541 — Telephone — Communities distant from central plant. 


3. Service to communities situated approximately six miles distant from 
the town where the central plant of a telephone company is located justifies 


an additional charge, p. 117. 


Rates, § 534 — Telephone — Special line. 


4. A flat charge for service over a single telephone line running to a 
reservoir for the sole use and benefit of a reservoir company was held 
to be justified by reason of the cost of such maintenance, p. 118. 
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RE GUNNISON TELEPHONE CoO. 


Valuation, § 21 — Rate base determination — Old and new plant — Inadequate 


records. 


Discussion of the determination of the rate base of a telephone company 
which by reason of a large rehabilitation program has a substantial in- 
vestment in new plant, while its balance sheet plant figure includes the 
old, superseded plant, but from the record it is unable to determine how 
much of the investment in old plant will continue to be devoted to service, 


p. 116. 


APPEARANCES: Arthur H. Nielsen, 
for applicant; W. A. Robinson, for 
Public Service Commission of Utah. 


By the Commission: The above- 
entitled matter came on regularly for 
hearing before the Commission at 
Gunnison city hall, Gunnison, Utah, 
on October 22, 1948, after due and 
legal notice had been given as required 
by law. No one appeared in opposi- 
tion to the petition, and evidence was 
adduced by applicant in support of its 
application for modification of rates to 
be charged. 

From the record in the case and 
from the evidence adduced at the hear- 
ing, the Commission finds as fol- 
lows : 

1. That the applicant, Gunnison 
Telephone Company, is a corporation 
organized and existing under and by 
virtue of the laws of the state of Utah, 
with its principal place of business at 
Gunnison, Utah; that it is a public 
utility and a telephone corporation, 
subject to the jurisdiction of this Com- 
mission under the pertinent statutes 
and regulations. 

2. That the applicant is engaged in 
rendering and maintaining telephone 
service to its patrons in the communi- 
ties of Gunnison, Centerfield, May- 
field, Fayette, and Axtell, including 
surrounding territories, all situated in 
Sanpete county, state of Utah; that 
said corporation has been engaged in 
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such activity for more than twenty- 
five years last past. 

3. That by its petition on file herein 
the applicant seeks authority to adjust 
its rates charged for telephone rental 
service within the areas which it 
serves, which adjustment consists of 
an increase over the present rates now 
authorized and charged as follows: 


(Gunnison and Centerfield) 
Present Proposed 

a Rate 

er per Dis- 

Month Month count 

$2.50 $4.25 aa 
Two-party none 3.75 25 
Extension none none 
Additional outlet none none 
Extension bell.. none none 

Residence 

One-party . i 25 
Two-party .... 4 25 
Four-party .... 1.50 ; 25 
Extension none ' none 
Additional outlet none none 
Extension bell.. none none 

Installation Fee: Present business rate is 
$3.00 ; proposed $3.50; present residence $2.50; 
proposed $3.00. 


Business Net 


One-party 


Present Proposed 
ry Rate 
Dis- 


per 
Business Month Month count Net 
Multiple party $2.50 $3.60 25 $3.35 


Residence 
Multiple party $1.50 $2.60 25 $2.35 


Note: Charge for extension, additional out- 
let, extension bell, and installation fee shall be 
the same as that charged for Gunnison and 
Centerfield. Local toll shall be charged for 
the entire system of 10¢ per call, which is the 
present rate. 

A flat rate of $8.25 less 25¢ is to be charged 
for the single line running to the Gunnison 
Reservoir at Sterling, Utah. 


4. That the present rates charged 
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by the applicant, as set forth in the 
preceding paragraph, have been in 
force and effect for more than twenty- 
five years; that during such time the 
telephone company has operated a 
magneto system, which dates back to 
the organization of the company ; that 
commencing about October, 1947, the 
Gunnison Telephone Company com- 
menced a complete overhauling of all 
of its telephone lines and system, 
which consists of approximately 50 
miles of telephone lines serving ap- 
proximately 314 subscribers. The 
magneto system, together with all of 
the telephone sets, has been replaced 
with a Kellogg relaymatic dial system, 
together with 319 dial telephones of 
either the wall or handset type, more 
than 26,000 feet of outside drop wire 
and approximately 6,000 feet of inside 
wire. A new cable has been run from 
Gunnison to Centerfield containing 50- 
pair cable for approximately two- 
thirds of a mile, 25-pair cable for ap- 
proximately one mile, and 16-pair 
cable for approximately one mile. The 
balance of the cable installed consists 
of 5- and 2-pair cable for approximate- 
ly one mile. More than two and one- 
half miles of messenger strand have 
been replaced. The rehabilitation of 
the system represents a total cost to 
the applicant of $31,211.67. It fur- 
ther appears that applicant will be re- 
quired to have invested in supplies ap- 
proximately $1,000, and to have about 
$1,000 available in the form of cash 
working capital, making a total of 
$2,000 working capital required for 
the operations of the company. 

At December 31, 1947, the com- 
pany’s balance sheet reflected an in- 
vestment in utility plant of $26,910.- 
76, and a depreciation reserve of $20,- 


UTAH PUBLIC SERVICE COMMISSION 


608.28. The plant figure does not in- 
clude the cost of any part of the new 
system described above. On the other 
hand, the plant figure at December 31, 
1947, includes the old, superseded 
plant, the cost of which must be cred- 
ited to the plant account and charged 
to the depreciation reserve in order to 
remove the retired plant from the ac- 
counts. It appears that after the prop- 
er entries have been made to remove 
the cost of the retired plant from the 
plant account a substantial part of the 
$26,910.76 figure will be gone. Like- 
wise, the available depreciation reserve 
probably will be absorbed in making 
the retirement entries. 

The old plant which is still in serv- 
ice consists of the brick building used 
for housing the central office equip- 
ment, materials and supplies, and the 
general office, including the land on 
which such building is situated ; poles; 
the rural lines running to Mayfield, 
Fayette, and Axtell; and protective 
equipment and part of the inside wire 
on the system. 

It appears, therefore, that the ap- 
plicant has an investment in plant used 
and useful in rendering telephone serv- 
ice in excess of $31,211.67. The fig- 
ure of $31,211.67 represents only the 
cost of the new plant recently con- 
structed. From the record we are un- 
able to determine how much of the in- 
vestment in old plant will continue to 
be devoted to telephone service. There 
is practically no depreciation accrued 
on the investment in new plant. 

5. That under the proposed ex- 
change rates and based upon the con- 
tinuance of present subscribers, to- 
gether with present revenues from 
long-distance and toll charges, the es- 
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RE GUNNISON TELEPHONE CoO. 


timated operating results for the year 
1949 are as follows: 
Exchange revenues 
Toll revenues 
Miscellaneous revenues 
Total revenues 


Operating expenses 
Taxes 
Depreciation 


Total expenses 


Net operating income 


The above item of depreciation rep- 
resents one year’s accrual at 3 per cent 
on the investment of $31,211.67 in 
new plant. The figure does not in- 
clude any depreciation expense on that 
part of the old property still in service 
for the same reason as noted above in 
the discussion of the investment in re- 
maining old plant. It follows, there- 
fore, that if the depreciation expense 


item shown above included provision 
for annual depreciation on that part 
of the old plant investment still in 


service, the net operating income 
would be lower than the amount indi- 
cated. 

6. That a return of $2,204 will not 
result in an unreasonably high rate of 
return to the applicant. In this con- 
nection we wish to point out that we 
are unable, on the basis of the record, 
to fix a rate base for the reasons de- 
scribed above. However, if we take 
the investment in new plant of $31,- 
211.67 plus a working capital allow- 
ance of $2,000 (covering both ma- 
terials and supplies and cash working 
capital) as a base, a return of $2,204 
results in a rate of return of 6.64 per 
cent. Our comments on this subject 
are not to be construed as meaning 
that we think $33,211.67 is neces- 
sarily a correct rate base figure. As 
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noted above, some part of the old plant 
is still in service but we cannot deter- 
mine at this time the extent of the in- 
vestment in this category. The part 
of the investment in old plant still de- 
voted to telephone service, less the ac- 
crued depreciation, should be given 
consideration in arriving at a rate 
base. 

[1, 2] 7. That the experience of the 
applicant has established that a con- 
siderable saving in collection expense 
may be had by authorizing a discount 
to its patrons for prompt payment; 
that the area served by the applicant 
consists of small communities in which 
practically all of the residents are ac- 
quainted with each other, and resort to 
discontinuance of telephone service as 
a means of enforcing payment of 
delinquent telephone bills creates diffi- 
cult public relations between the man- 
agement of the company and its pa- 
trons ; that because of the limited num- 
ber of telephone subscribers it is not 
in the interest of the company or the 
telephone-using public to follow a pol- 
icy of discontinuing service in cases of 
slow or delinquent payments ; that the 
discount proposed is reasonable, and 
will facilitate collection of the accounts 
and minimize losses which normally 
occur upon failure to pay monthly 
bills ; that the company has at all times 
rendered its statements in the month 
following that in which the service 
was performed, rather than collecting 
for such service in advance. 

[3] 8. That the communities of 
Mayfield, Fayette, and Axtell are each 
situated approximately 6 miles dis- 
tant from the town of Gunnison, 
where the central plant of the company 
is located ; that the telephone lines run- 
ning to these communities are at pres- 
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ent limited, thereby requiring mul- 
tiple-party service rather than one-, 2-, 
or 4-party service; that in lieu of ad- 
ditional charge for mileage mainte- 
nance in connection with the outlying 
areas, applicant has proposed to 
charge an additional amount for the 
services to such communities ; that the 
service thus rendered justifies the dif- 
ference in rates to be charged between 
such communities and Gunnison and 
Centerfield. 

[4] 9. That the single line running 
from Gunnison to the reservoir at 
Sterling, Utah, is maintained solely 
for the use and benefit of the Gunnison 
Reservoir Company, and is not at 
present serving any other parties, so 
that a flat charge as proposed is jus- 
tified by reason of the cost of such 
maintenance. 

10. That the proposed rates will be 
reasonable, and that the applicant 
should be permitted to file a new tariff 
containing the proposed rates set forth 
in the foregoing report, such new 
rates to become effective so as to be in- 
cluded in the next billing of the com- 
pany subsequent to the date of this or- 
der. 


On the basis of the foregoing re. 
port, findings of fact, and conclu- 
sions, 

It is hereby ordered, that the appli- 
cation of Gunnison Telephone Com- 
pany for an adjustment in the rates to 
be charged for telephone service by 
said company at Gunnison, Center- 
field, Fayette, Utah, and surrounding 
vicinity be, and the same hereby is, 
granted in accordance with the appli- 
cation. R 

It is further ordered, that Gunnison 
Telephone Company may file on not 
less than ten days’ notice to the Com- 
mission and the public, new rate 
schedules providing for the proposed 
rates set forth in the foregoing find- 
ings, such new rates to become effec- 
tive so as to be included in the next 
billing of the company subsequent to 
the date of this order. 

It is further ordered, that the new 
rate schedules shall bear the following 
notation : 

“Tssued on not less than ten days’ 
notice to the Commission and the pub- 
lic, by authority of order of Public 
Service Commission of Utah dated 
November 12, 1948, Case No. 3325.” 
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Re Middle West Corporation 


File No. 70-1851 


Re Doyle, O’Connor & Company 


File No. 31-559 
Release No. 8421 
August 11, 1948 


PPLICATION for approval of holding company’s sale of its 
i \ entire common stock holdings in a subholding company to 
an investment banking company; denied. 


Consolidation, merger, and sale, § 35 — Stock holding in subsidiary — Detriment 
to regulation. 

1. A holding company was not allowed to sell its entire holdings in its 
subsidiary holding company, going through liquidation, to an investment 
company where the contract of sale was conditioned on the entry of a Com- 
mission order exempting the purchaser as a holding company from the 
requirements of the Holding Company Act, since such approval would result 
in a shift of control of the liquidation process from a registered holding 
company to an exempted company, p. 121. 


Consolidation, merger, and sale, § 33 — Stock holding in subsidiary — Required 
dissolution of subsidiary. 

2. A holding company should not be allowed to sell its entire holdings in 
its subsidiary holding company, going through liquidation, to an investment 
banking company where the sale would be detrimental to the carrying out 
of provisions of § 11 of the Holding Company Act, 15 USCA § 79k, re- 
quiring the dissolution of the subsidiary holding company, the continued 
existence of which unduly and unnecessarily complicates the structure of 
the holding company system of which it is a member and unfairly and in- 
equitably distributes voting power among the security holders of the system, 
and where the denial of the proposed sale would not be materially dis- 
advantageous to the holding company, p. 122. 


Intercorporate relations, § 19.24 — Holding company status — Exemption under 
Statute. 

Statement that an investment banking company, upon acquiring a holding 
company’s entire stock holdings in its subsidiary holding company, would 

not be granted an exemption from the Holding Company Act under 

§ 3(a)(3) of the act, 15 USCA § 79c(a)(3) where its proposed interest 

in the holding company system would be approximately equal to its interest 
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in the investment banking business and there would be no functional rela- 
tionship between the public utility business of the subholding company and 


the investment business, p. 123. 


APPEARANCES: Ralph D. Steven- 
son and Ove B. Dendtler, for the Mid- 
dle West Corporation; William C. 
Mulligan, of Winston, Strawn & 
Shaw, for Doyle, O’Connor & Com- 
pany; M. Morton Weinstein, of the 
Division of Public Utilities of the 
Commission. 


By the Commission: The Middle 
West Corporation (“Middle West’), 
a registered holding company, has 
filed a declaration, pursuant to the 
Public Utility Holding Company Act 
of 1935, regarding the proposed sale 
by Middle West of its entire interest 
(consisting of 56 per cent of the com- 
mon stock of United) in United Pub- 


lic Service Corporation (“United’’), 
also a registered holding company, 


to Doyle, O’Connor & Company 
(“Doyle”), investment bankers, pur- 
suant to a contract dated May 25, 
1948, for $905,063. The contract 
contained a condition requiring the 
entry of an order by this Commission, 
not later than July 7, 1948, approving 
the sale by Middle West and exempt- 
ing Doyle as a holding company from 
the provisions of the act in accord- 
ance with an application filed by Doyle 
under §§ 3 (a) (3) and 3 (a) (5), 
15 USCA §§ 79c (a) (3), (5). 
Middle West proposed the sale as a 
step in compliance with the Commis- 
sion’s order of January 24, 1944,® is- 
sued pursuant to § 11 (b) (1) of the 
act, 15 USCA § 79k (b) (1), requir- 
ing, among other things, that Middle 


West dispose of its interest in United. 
Middle West stated that its stockhold- 
ers, on August 8, 1947, authorized its 
dissolution and the sale or distribution 
of its assets. According to the dec- 
laration, the proceeds of the proposed 
sale would be used to increase Middle 
West’s investment in the common 
stock of two of its subsidiaries, prior 
to their distribution to its stockhold- 
ers. 

Because of their relationship, the 
declaration filed by Middle West and 
the application for exemption filed by 
Doyle were, after appropriate notice, 
set down for a consolidated public 
hearing which has been held. Briefs 
and oral argument having been 
waived, upon consideration of the rec- 
ord we entered an order on July 7, 
1948, denying effectiveness to the dec- 
laration of Middle West and dismiss- 
ing the application of Doyle for ex- 
emption as a holding company without 
awaiting the issuance of our findings 
and opinion herein, which follow: 


Description of United 

United, a registered holding com- 
pany, has been in the process of liqui- 
dation since 1941 and has already used 
the proceeds of certain sales to pay 
liquidating dividends aggregating $1,- 
468,771, or $4.80 per share. Its only 
remaining investment consists of 148,- 
055 shares (40 per cent) of the out- 
standing common stock of Unit- 
ed Public Utilities Corporation 
(“UPU”), also a registered holding 





1 Because of the brief period of time between 
the close of hearings and the July 7th date, 
we were unable to prepare this opinion in time 


to accompany our order rejecting the proposals. 
2Re The Middle West Corp. Holding Com- 
pany Act Release No. 4846. 
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company. The corporate balance sheet 
of United as at March 31, 1948, at- 
tached hereto as Appendix A, shows 
that United’s only other asset is $86,- 
340 of cash. 

UPU is also in the process of liqui- 
dation. On January 9, 1948, UPU 
fled a plan pursuant to § 11 (e) of 
the act providing, among other things, 
for the retirement of its preferred 
stock and the immediate cash distribu- 
tion of $5 per share (an aggregate of 
$1,851,500) to its common stockhold- 
ers.2 At present, the subsidiaries of 
UPU consist of Citizens Heat, Light 
and Power Company (“Citizens”) 
and three other gas utility companies, 
all operating in the state of Indiana. 
UPU has entered into a contract, sub- 
ject to our approval, to sell its inter- 
est in Citizens for $1,500,000 and to 
make a further cash distribution of $4 
per share (aggregating $1,481,200) 
to its stockholders. The total of the 
proposed cash distribution by UPU 
would aggregate $9 per share of the 
UPU common stock. 

United’s equity in the proposed 
cash distributions by UPU to its com- 
mon stockholders would amount to 
$1,332,495, equal to $4.35 per share 


of United’s common stock. Middle 
West’s total equity in such proposed 
cash distributions amounts to $749,- 
910. These figures do not include the 
respective equities of United and of 
Middle West in the three Indiana sub- 
sidiaries of UPU other than Citizens. 
Preliminary negotiations have been 
started for the sale of these companies. 


Compliance with the Act 

[1] The sale by Middle West of its 
holdings of the common stock of Unit- 
ed is subject to the provisions of § 12 
(d) of the act, 15 USCA § 79/1 (d), 
and Rule U-44 promulgated there- 
under. The proposed acquisition by 
Doyle of these securities requires the 
approval of the Commission under 
§§ 9 and 10, 15 USCA §§ 79i, 79j, 
since by virtue of such acquisition 
Doyle would become an affiliate of the 
United subsidiaries.* Although Doyle 
has filed no such application, we must 
consider the proposed acquisition un- 
der the standards of these sections. 

Under the standards of these appli- 
cable sections, a transaction may not 
be approved if it would interfere with 
the carrying out of the provisions of 
§ 11 of the act.’ The proposed trans- 





3On July 27, 1948, we entered our order 
approving this plan, as amended, and an ap- 
plication pursuant to § 11(e) for enforcement 
is presently pending in the district court of the 
United States for the district of Delaware. Re 
United Pub. Utilities Corp. Holding Company 
Act Release No. 8388. 
; *The applicable portion of § 9 reads as fol- 
ows : 

“Section 9. (a) Unless the acquisition has 
been approved by the Commission under § 10, 
it shall be unlawful— a 
person, by use of the mails or any means or 
instrumentality of interstate commerce, to 
acquire, directly or indirectly, any security of 
any public-utility company, if such person is 
an affiliate, under Clause (A) of paragraph 

(11) of subsection (a) of § 2, § 79b of this 
title, of such company and of any other pub- 
lic utility or holding company, or will by vir- 
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tue of such acquisition become such an af- 
filiate.” 

5 Pertinent portions of these sections are as 
follows : 

“Section 10. (c) Notwithstanding the pro- 
visions of subsection (b), the Commission shall 
not approve— 

(1) an acquisition of securities or utility 
assets, or of any other interest, which is un- 
lawful under the provisions of § 8, § 79h of 
this title, or is detrimental to the carrying 
out of the provisions of § 11; or 

(2) the acquisition of securities or utility 
assets of a public utility or holding company 
unless the Commission finds that such acquisi- 
tion will serve the public interest by tending 
towards the economical and efficient develop- 
ment of an integrated public utility system. 


” “Section 12. (d) It shall be unlawful for 
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action is objectionable in the light of 
this criterion. As heretofore indi- 
cated, the United system is in the proc- 
ess of liquidation, and the form of this 
liquidation has to a great extent al- 
ready been crystallized in applications 
filed by UPU, which are in an ad- 
vanced state of administrative process- 
ing. The contract of Doyle with Mid- 
dle West for the purchase of United 
stock is specifically conditioned on the 
entry by this Commission of an order 
exempting Doyle as a holding com- 
pany from the requirements of the 
statute. Thus, an approval of the ac- 


quisition on the proposed terms would 
result in a shift of control of the liqui- 
dation process from a registered hold- 
ing company to a controlling group 
specifically exempted from the provi- 
sions of the act which we cannot 
consider appropriate at this stage of 


the liquidation process. 

[2] The proposed transaction also 
raises the question whether a sale by 
Middle West of its interest in United 
is an appropriate means of compliance 
with the standards of § 11. The stat- 
utory policy expressed in that section 
requires the termination of the exist- 
ence of any company whose continued 
existence unduly or unnecessarily com- 
plicates the structure of the holding 
company system of which it is a mem- 
ber, or unfairly or inequitably dis- 
tributes voting power among the secu- 
rity holders of such system. The rec- 
ord indicates that United performs no 
essential function and is merely a cor- 


porate shell interposed between UPU 
and Middle West. Further, the ex- 
istence of United makes it possible for 
the holder of the 56 per cent Middle 
West interests in that company to con- 
trol the UPU system, though the Mid- 
dle West holdings in United represent 
only approximately a 22 per cent in- 
terest in UPU. The evils of continu- 
ing such unnecessary pyramiding are 
in sharp conflict with the purposes of 
the statute. For these reasons it would 
appear that § 11 requires Middle West 
to comply with the order of January 
24, 1944, directing it to dispose of its 
interest in United, by causing that 
company to be liquidated and dis- 
solved, and that, accordingly, the pro- 
posed transaction is detrimental to the 
carrying out of the provisions of § 11. 


In considering the proposed trans- 
action we have been mindful that Mid- 
dle West proposes to use the proceeds 
from the proposed sale, together with 
other corporate cash, to increase its 
investment in Kentucky Utilities Com- 
pany and Wisconsin Power & Light 
Company, two of its subsidiaries, be- 
fore making a distribution of the com- 
mon stocks of these companies. It 
appears, however, that failure to con- 
summate the proposed sale at this time 
will not materially interfere with the 
consummation of this program, since 
Middle West has ample resources with 
which to make the required investment 
in its two subsidiaries and need not 
rely solely upon the proceeds from the 
proposed sale. Further, as indicated 





any registered holding company, by use of the 
mails or any means or instrumentality of inter- 
state commerce, or otherwise, to sell any se- 
curity which it owns of any public-utility com- 
pany, or any utility assets, in contravention of 
such rules and regulations or orders regarding 
the consideration to be received for such sale, 
maintenance of competitive conditions, fees and 
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commissions, accounts, disclosure of interest, 
and similar matters as the Commission deems 
necessary or appropriate in the public interest 
or for the protection of investors or consumers 
or to prevent the circumvention of the provi- 
sions of this title or the rules, regulations, or 
orders thereunder.” 
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above, it is expected that as the result 
of the proposed distribution by UPU 
an amount of cash representing a sub- 
stantial portion of purchase price pro- 
posed in the instant declaration may 
reasonably be expected to flow 
through United to Middle West in the 
near future. Accordingly, it would 
seem that a denial of effectiveness to 
the declaration would not result in any 
material disadvantage to Middle 
West. 

Our order denying the Middle West 
declaration rendered moot the appli- 
cation of Doyle for an exemption as 
a holding company from the provi- 
sions of the act, and for that reason 
our order dismissed that application. 
It may be noted, however, that had we 
reached this application on its merits 
we would have had difficulty in grant- 
ing the requested exemption, since 
Doyle does not appear to meet the 
statutory requirements for an exemp- 
tion under §§ 3 (a) (3) and 3 (a) 
(5) of the act. In order to be en- 
titled to an exemption under § 3 (a) 
(3) a company must show, among 
other things, that it is only incidentally 
a holding company. The record shows 
that Doyle’s proposed interest in the 
United system would be approximate- 
ly equal to its interest in the invest- 
ment banking business and that there 
would be no functional relationship be- 
tween the public utility business of 
United and the investment business of 
Doyle. For these reasons it appears 
that Doyle would not have satisfied 
the “incidental” standard of § 3 (a) 


(3) and that an exemption would not 
have been available to Doyle under 
that section of the act.* So far as the 
application under § 3 (a) (5) of the 
act is concerned, that section is not 
applicable since it applies only to es- 
sentially foreign holding company sys- 
tems.” 

In the light of the foregoing, we 
were satisfied that the proposed trans- 
action would be detrimental to the car- 
rying out of the provisions of § 11, 
and for that reason it did not satisfy 
the standards of §§ 9, 10, and 12 of 
the act. Accordingly, we entered our 
order denying effectiveness to the 
Middle West declaration and dismiss- 
ing the application of Doyle for an ex- 
emption as a holding company. 


Aprenpix A 


United Public Service Corporation 
Corporate Balance Sheet as at March 31, 1948 


Assets 
Investment in United Public Utilities 
Corporation—Common Stock, 
148,055 shares (39.98%), par value 


Liabilities 
Capital Stock and Surplus: 
Capital stock, par value 25 cents 
per share— 
Issued 305,994 shares less 2 shares 
reacquired 
Capital surplus 


Capital Stock and Surplus ... $234,193 


Accounts Payable 185 
Accrued taxes 14 


Total Liabilities 
Note: Contingent liabilities approximately 
$42,700. 





®See Re Cities Service Co. (1940) 8 SEC 
318, 329, 36 PUR NS 257, 268. 


TIbid at pp. 332, 334, 36 PUR NS at pp 
271-273. 
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Albert and Rose Morouse 


South Pittsburgh Water Company et al. 


Complaint Docket No. 14297 
December 13, 1948 


OMPLAINT by property owner against refusal of owners of 
C water pipe line and water company to render service; 
dismissed. 


Public utilities, § 121 — Privately owned water line. 
1. A privately owned water line connecting the water main of a public 
utility with some twenty-eight residences and the use of this line do not 
constitute regulated public utility service or facilities as defined by the public 
utility law, and such line and the rights of using it are private property 
rights which are not within the jurisdiction of the Commission, p. 126. 


Service, § 184 — Water extension — Economic justification. 
2. A water utility will not be ordered to extend service to an applicant where 
the cost of the line would be so great that it would not be justifiable or rea- 
sonable to require the extension, p. 126. 


By the Commission: This com- 
plaint is by Albert and Rose Morouse, 
Post Office address, Broughton, Al- 
legheny county, alleging that John A. 
Broglie and Joseph Zupancic are the 
owners of a water pipe line; that they 
are a public utility; and that South 
Pittsburgh Water Company (as well 
as Broglie and Zupancic), has refused 
to furnish water service to complain- 
ants’ property unless complainants 
first obtain permission from Broglie 
and Zupancic to make a connection to 
the private pipe line. The complaint 
further alleges that Broglie and Zu- 
pancic have refused to permit com- 
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plainants to connect their property to 
the said water pipe line under any 
terms or conditions and that the afore- 
said acts of respondents are in viola- 
tion of §§ 401, 402, 413, and 920, of 
the Public Utility Law. 

In answer, South Pittsburgh Water 
Company admits that it refused water 
service to complainants because the 
company has no right to interest in the 
private pipe line that could be tapped 
to provide service to complainants. 
The water company avers that com- 
plainants may have service by obtain- 
ing the written consent of John A. 
Broglie and Joseph Zupancic for a 
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service connection to and service 
through their lines. 

The answer of John A. Broglie and 
Joseph Zupancic denies that they are 
a public utility engaged in the trans- 
portation and supply of water to the 
people in a portion of Snowden town- 
ship, Allegheny county. They aver 
that they are the owners of a certain 
private pipe line which is connected to 
an 8-inch diameter water main of 
South Pittsburgh Water Company in 
Brownsville road and that the said 
private pipe line furnishes water to the 
homes of Broglie and Zupancic, to 
other residential property owned by 
them, and to the homes of certain oth- 
er people in the community who paid 
a portion of the cost of the laying of 
the said private pipe lines. Respond- 
ents deny that their actions are in vio- 
lation of §§ 401, 402, 413, and 920 of 


the Public Utility Law, and pray that 
the complaint be dismissed. 

John A. Broglie and Joseph Zu- 
pancic are the owners of a develop- 
ment of approximately 10 acres of land 


in Snowden township, Allegheny 
county. In 1944, Broglie and Zu- 
pancic installed some 3,000 feet of 3- 
inch and 2-inch diameter pipe to eight 
properties in and around their develop- 
ment. At the same time, South Pitts- 
burgh Water Company, at the request 
of Broglie and Zupancic, laid 704 feet 
of 8-inch diameter pipe from its ex- 
isting main in Brownsville road, and 
connected its extension to the smaller 
private pipe line. In 1947, an addi- 
tional extension of approximately 1,- 
000 feet of 2-inch pipe line was laid 
by the developers so that, at present, 
there are some 28 properties (includ- 
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ing the eight original properties) 
attached to the private pipe-line sys- 
tem of Messrs. Broglie and Zupancic, 
the cost of which approximates 
$7,000. 

Following the installation of the 
original 3,000 feet of line, an agree- 
ment was executed between the eight 
property owners and Messrs. Broglie 
and Zupancic which provided for a 
payment in advance of $125 for the 
privilege of connecting to the private 
pipe line. It appears that, subsequent- 
ly, the amount was raised to $140. 
The agreement further recites that 
ownership of the line is to remain per- 
manently with the installers, and one 
connection per home is permitted. 
Consumers are not permitted to ex- 
tend their water service to other 
premises or individuals without the 
written consent of the owners of the 
line. 

South Pittsburgh Water Company 
installed the service connections from 
the privately owned pipe line to each 
property for which the owner holds 
the right to connect thereto. Meters 
in each property are installed and 
owned by the water company and pay- 
ments for water are made to South 
Pittsburgh Water Company. 

An oral agreement between South 
Pittsburgh Water Company and 
Broglie and Zupancic provides that the 
water company will make no service 
connection from this privately owned 
line to an applicant for water service 
until applicant has obtained written 
permission to connect from Broglie 
and Zupancic. 

Albert Morouse signed the afore- 
said agreement in 1945, in order to 
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obtain water service to his restaurant 
and residence on the west side of 
Brownsville road and thereupon re- 
ceived service. Morouse constructed 
a new restaurant and residence in 
1946, directly across from his old 
property, and made application for 
water service to South Pittsburgh 
Water Company and Broglie and Zu- 
pancic, on March 21, 1946. The wa- 
ter company declined to make the serv- 
ice connection, inasmuch as Mr. Mor- 
ouse had not obtained the necessary 
written permission from Broglie and 
Zupancic to connect this new prop- 
erty. 

[1] It appears that this privately 
owned pipe line takes the status of a 
long consumer’s service connection. 
Each consumer, after having acquired 
the right to so use this line, obtains 
water service to his premises through 
it from the point of connection with 
the 8-inch main of South Pittsburgh 
Water Company, and service to him 
is measured by the meter in his resi- 
dence. Therefore, this private line is 
not owned or used for distributing or 
furnishing water service to the public 
for compensation. It is privately 
owned and was installed for the pur- 
pose of conveying water from the 
point of its receipt from South Pitts- 
burgh Water Company to the point of 
utilization. 

This private line and the use there- 
of do not constitute regulated public 
utility service or facilities as defined 
by the Public Utility Law. The line 
and the right of use are private prop- 
erty rights which are not within the 
jurisdiction of the Commission. The 
matter of complainants obtaining writ- 
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ten permission to connect, and the 
charges connected therewith, as well 
as all other transactions or negotia- 
tions for the right to use this privately 
owned pipe line, are matters of pri- 
vate property right and/or private 
contract and controversies in such mat- 
ters are under the jurisdiction of the 
local courts. 

[2] Consideration has been given 
by South Pittsburgh Water Company 
to its installation of an 8-inch diameter 
pipe line, from the end of its existing 
facilities in Brownsville road, to serve 
this Morouse property only, and also 
for the installation of a line to serve 
this Morouse property plus the 
twenty-eight properties presently be- 
ing furnished water service through 
the privately owned pipe line. The 
large-sized pipe is necessary for pub- 
lic fire protection service, if and when 
desired. 

The company estimates the cost of 
an extension of 1,575 feet of main, to 
furnish water service to Mr. Morouse, 
at $7,535.30. The probable addition- 
al annual revenue from Mr. Morouse 
is $25. For the longer extension of 
4,339 feet of 8-inch pipe, required to 
serve twenty-nine consumers, the cost 
is estimated at $27,732.23, which 
amount includes the 704 feet of 8-inch 
main laid in Brownsville road by the 
water company in 1944. Additional 
annual operating revenues from this 
extension are estimated at $700.50. 
The indicated gross annual revenue 
from the extensions would be 3/10 of 
1 per cent and 2.5 per cent, respec- 
tively, of the estimated cost thereof. 

We find that it is not now eco- 
nomically justifiable or reasonable to 
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require South Pittsburgh Water Com- 
pany to extend its facilities and fur- 
nish water service to complainants, 
Albert and Rose Morouse; and it is 
not within the jurisdiction of the Com- 
mission to compel South Pittsburgh 
Water Company to install a service 


connection from the privately owned 
line to complainants’ property, nor to 
require John A. Broglie and Joseph 
Zupancic to make water service avail- 
able to complainants; therefore, 

It is ordered: That the complaint 
be and is hereby dismissed. 





MICHIGAN PUBLIC SERVICE COMMISSION 


Re Prescott Telephone Company 


T-540-48.1 
October 14, 1948 


A PPLICATION for authority to increase telephone rates; 


granied. 


Return, § 36 — Reasonableness — Adequacy of service. 
The owner of a telephone company is entitled to fair and reasonable com- 
pensation for services rendered but service must be commensurate with rates 
paid, and a company must adopt efficient means to improve its plant and 
equipment and render efficient service in order to enjoy a continuance of a 
rate increase granted by the Commission. 


By the Commission: At a session 
of the Michigan Public Service Com- 
mission held at its offices in the city 
of Lansing on the 14th day of October, 
A. D., 1948. 


RATE ORDER 


A petition was filed July 26, 1948, 
by the Prescott Telephone Company 
requesting authority to increase rates 
for telephone service in its Prescott 
exchange. This matter was brought 
on and heard September 13, 1948. 

It appears from the petition and tes- 
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timony taken at the hearing that peti- 
tioner requires relief in the matter of 
its rates for telephone service if it is 
to continue to give adequate telephone 
service. The rates presently charged 
have been unchanged for upwards of 
twenty-five years and expenses have 
increased at a greater ratio than the 
increase in revenue. 

While the Commission recognizes 
that the owner of a utility such as the 
Prescott Telephone Company is en- 
titled to fair and reasonable compen- 
sation for services rendered, yet it is 
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equally true that the service must be 
commensurate with the rates paid 
therefor, and the company must adopt 
efficient means to improve its plant 
and equipment and must render bet- 
ter and more efficient service in order 
to enjoy a continuance of the rates 
granted by this Commission. 

The Commission having carefully 
considered the matter before it, and be- 
ing advised in the premises finds that 
the petitioner requires relief in the 
matter of its rates for telephone serv- 
ice. 

Therefore, it is ordered that the 
Prescott Telephone Company is here- 
by authorized to prepare and furnish 
to the Commission for approval and 
filing, revised rate sheets for inclusion 
in its Schedule of Tariffs M.P.S.C. 
No. 1, that conform substantially with 
the proposed sheets attached to the 
petition, which sheets are by reference 
made a part of this order. 

It is further ordered that the Pres- 
cott Telephone Company shall report 
to this Commission not less frequently 


than bimonthly beginning November 
1, 1948, concerning its plans and ac- 
tivities toward the purchasing and in- 
stallation of suitable equipment in or- 
der to render better and more efficient 
service and that, unless it shall appear 
to the Commission that the company 
is making reasonable and efficient ef- 
forts to improve its plant and service, 
the Commission will give further con- 
sideration to the reduction of said 
rates to a level commensurate with the 
service being rendered. 

It is further ordered that the ap- 
proval given is without prejudice to 
the power of this Commission at any 
time on its own motion or on petition 
of any interested party, to inquire in- 
to and investigate the rates, charges, 
practices, and services hereby ap- 
proved. 

The Commission retains jurisdic- 
tion of the matters herein contained 
and reserves the right to issue such 
further order or orders as the circum- 
stances may require. 
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An 


Industrial Progress 


A digest of information on new construction by pri- 


vately managed utilities; similar information relating 


to government owned utilities; news concerning prod- 
ucts, supplies and services offered by manufacturers ; 
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also notices of changes in personnel. 


Public Serv, of Colo. to Spend 

. $18,300,000 during 1949 
Ppvstic Service Company of Colorado has 

announced a 1949 construction budget of 
$18,300,000, as part of its $63,600,000 five-year 
construction program. 

Expenditures during 1948—the first year of 
the five-year plan—were $16,000,000. 

Largest item in the 1949 construction pro- 
gram is work on the new Arapahoe plant in 
Denver, where the first unit of 40,000-kilo- 
watt capacity is to be put into operationein 
1950 and a second similar unit in 1951. 
Total cost now is estimated at $17,000,- 
ag which $6,100,000 is expected to be spent 
in 1949, . 

Also in the plan for 1949 are the expendi- 
ture of $2,500,000 for eight new substations 
and sixty-seven miles of transmission lines ; 
nearly $2,400,000 for distribution lines, services, 
transformers and meters, and more than one 
million dollars for replacement of existing 
facilities. 


Four Boiler Feed Pump Sizes 
Added to Worthington Line 


ORTHINGTON Pump AND MACHINERY 
CorPoRATION announces the addition of 
four new boiler feed pump sizes to their line 
of centrifugal pumps. Two of the new sizes 
are six-inch pumps and two are eight-inch 
pumps, which add to the range of possible 
applications for this type of service. 
Complete new bulletin on Worthington 
boiler feed pumps, known as Bulletin W- 
318-B7E, contains all data and specifications. 


NAM Elects New Officers 


HREE executives prominent in the public 

utility field have begun their service as 
1949 officers and members of the board of di- 
rectors of the National Association of Manu- 
facturers, following their election at the re- 
cent 53rd annual Congress of American In- 
dustry, held in New York city, and sponsored 
by the NAM. 

Elected national vice president was Don G. 
Mitchell, president, Sylvania Electric Prod- 
ucts, Inc., New York, New York. 

Reélected state director for Utah was 
George M. Gadsby, president, Utah Power and 
Light Company, Salt Lake City, Utah. In ad- 
dition, Ralph J. Cordiner, vice president and 
assistant to the president, General Electric 
Company, New York, will continue as a mem- 
ber of the board of directors. 

These executives will serve through the 


coming year as national and state representa- 
tives of the NAM, whose 16,000 members pro- 
duce 80 per cent of manufactured goods in 
the United States. 


Construction Program Underway 
By Gulf States Utilities 
T 


HE construction program of Gulf States 

Utilities Company for the years 1948 to 
1952 is estimated to require approximately 
$95,580,000. 

Construction work is going forward on a 
new 40,000 kw. extension at the Neches sta- 
tion at Beaumont, Texas, which is scheduled 
to be in operation by May. An additional unit 
of 60,000 kw. is expected to be placed in op- 
eration in 1951. Another generating unit of 
40,000 kw. to be installed at the Riverside sta- 
tion at Lake Charles, Louisiana, should be put 
in service by August, 1950. Two 40,000 kw. 
capacity units with necessary boilers are on 
order for addition to the Louisiana station at 
Baton Rouge. 








PERMANENT..VISIBLE..ATTRACTIVE 


HAVE YOU A NUMBERING PROBLEM? 


CAMBRITE No. 33 tile numbers and letters 
offer a permanent answer for uniform number- 


ing systems. Ideal for numbering power lines, 
equipment, sheds, bins, and outlying stations. 
CAMBRITE numbers and letters are used today 
by many leading utility companies. 

Write for Complete Information 


THE CAMBRIDGE TILE MFG. CO. 
Cambrite Division 
CINCINNATI 15, OHIO 


Mention the FortniGHtLy—I¢t identifies your inquiry 
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PENN-UNION Connector Waaaayy 
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LARGER SURFACES 
for the WRENCHES—a good - sized 
HEX Top and Bottom 


The men who use connectors appre- 
ciate the better design of the Penn- 
Union—especially when they have to 
make a splice in close quarters, or any 
unhandy location. 


Better Design is a feature of the en- 
tire Penn-Union line, which includes 
Tees and Taps, Straight Connectors, 
Terminals, Grounding Clamps, and 
many more fittings . .. every one thor- 
oughly dependable, mechanically and 
electrically. Preferred by leading users, 
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G-E Electric Wire and Cable 
Lines Are Merged 


QC tions of the wire and cable divisions 
of the apparatus and construction mate- 
rials departments of General Electric have 
been consolidated, Charles E, Wilson, G-E 
president, has announced. Overall responsibil- 
ity for that portion of wire and cable business 
formerly assigned to the apparatus department, 
Schenectady, has been transferred to the con- 
struction materials department, with head- 
quarters at Bridgeport, Connecticut, 

Services of the apparatus department sales 
organization will be retained for an indefinite 
period, to handle sales of cables to electric 
utilities. , 

B. F. Ilsley, heretofore manager of the ap- 
paratus wire and cable division, has been 
named manager of the expanded wire and 
cable division. 


South Jersey Gas to Spend 
$2,000,000 on Pipelines 


Sy Jersey Gas Company of Atlantic 
City is prepared to spend $2,000,000 on 
pipelines to connect with those of Texas East- 
ern Transmission Corporation as soon as the 
Federal Power Commission approves its peti- 
tion to receive 6,500,000 cubic feet of natural 
gas daily from Texas Eastern. 

The 6,500,000 cubic feet of natural gas a 
day will be used to service consumers in Glass- 
boro, New Jersey, and later in Atlantic City. 

It is estimated that the initial cost of con- 
structing a pipeline under the Delaware river 
and south to Glassboro would be about $1,000,- 
000. An additional $1,000,000 would be re- 
quired to extend the pipeline from Glassboro 
to Atlantic City, Ultimately it is planned to 
extend natural gas to other consumers in the 
company’s territory. 


Personnel Changes 
Locke Incorporated 


S P. Brapy has been named Chicago regional 
e manager of Locke Incorporated, manufac- 
turers of insulators, ceramics, and pole line 
hardware, according to an announcement made 
by E. M. Haines, vice-president of marketing. 








DO 
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who have found that “Penn-Union” Taylor Forge & Pipe Works CLE 
on a fitting is their best guarantee of Tae Force & Pipe Works, Chicago, an- fast 
unfailing service. R ep the capone of Thomas J. Wid 
e as western division manager in charge P 
Sold by Leading Wholesalers of manufacturing operations at its new Fon. imu 
tan; iforni ant. He also wi rec 
PENN-UNION ELECTRIC CORP. | west coast sales. ~ 
ERIE, PA. Mr. Lingle formerly was associated with C. ore 
F. Braun Company of Alhambra, California, and 
The COMPLETE Line of Conductor Fittings | engineers, manufacturers, and constructors of i; aD 
oil refineries and chemical plants, and since - 
1946 operated his own valve and fittings busi- ee 
ness in Alhambra. _ 
P E ad he = ut he { 0 ty The Fontana plant of Taylor Forge already 
CONDUCTOR FITTINGS has begun production of spiral pipe, and forg- 
ing operations will begin soon. 
This 
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CLEVELANDS- 


PROVED ON THOUSANDS OF MILES OF SUPERIOR 
ee 


DO THE TRENCHING jobs — QUICKER— EASIER 
AND AT MINIMUM COST— 


CLEVELANDS multiple transmission-controlled speed combinations give you the 
fastest and the best speed for every job condition. 


Wide crawler mounting — accessible controls — operator visibility make for max- 
imum maneuverability with operating ease and comfort. 


Rugged, all-welded frame and boom of tougher steels absorb all shocks and 
strains, keeping drive units in alignment. Unit-type construction cuts service 
and maintenance time to the minimum. 


Or 
’ TRADE MARK 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE ° CLEVELAND 17, OHIO 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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How is YOUR company doing 


in this “EVERYBODY-BENEFITS” pian? 





EMPLOYEES BUYING U.S. SAVINGS BONDS 
VIA PAYROLL PLAN 











AVERAGE INVESTMENT IN U.S. SAVINGS 
BONDS PER WORKER PER MONTH 


$30 — 
$235 — 
$20 — { -everoge 
$1s — 
$10 — 











If the figures for your company fall 
below those shown above, you're 
missing your share of benefits of the 
Payroll Savings Plan! Nation-wide ex- 
perience proves that when top man- 
agement puts the “OK” on the Plan, 
its benefits rise sharply. 

Benefits to Employees—Every $3 
invested in Savings Bonds pay $4 at 
maturity. Workers gain (1) the means 
to buy in the future more of the things 
they will want; (2) the peace of mind 
that goes with regular saving. 

Benefits to Employers—Participa- 
tion in Payroll Savings makes workers 
more contented. Worrying less, they 
work better. Among the more than 
20,000 large companies with Payroll 
Savings, records show that worker 


production increases, absenteeism and 
accidents decrease as payroll savings 
participation rises. 

Benefits to the Nation—The Payroll 
Savings Plan is a powerful deterrent to 
inflationary forces. Every Savings Bond 
dollar built up in the Treasury with- 
draws a dollar from the swollen spend- 
ing stream, aiding national security. 

What can You do?—If your com- 
pany has the Payroll Savings Plan 
make sure it’s adequately promoted 
by your top executives. 

you haven’t yet installed the 
Plan, — Pg up its benefits an 
longer? e help you need is pon | 
able from your State Director, Savings 
Bonds Division, U. S. Treasury De- 
partment. Call him today! 


The Treasury Department acknowledges with appreciation 
the publication of this message by 


Pusiic UTILiTiIEs ForTNIGHTLY 


This is an official U. S$. Treasury advertisement prepared under the auspices 
of the Treasury Department and the Advertising Council 
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he Worlds 


Powerful 
Hydraulic 


Turbines 


@ Newport News has received contracts for all fifteen of the turbine units 
awarded thus far for Grand Coulee Dam, the world's greatest power installation. 
With individual ratings at 150,000 and 165,000 h.p. at 330-foot net head, they 
are the highest-powered hydroelectric units ever built. 


The engineering, efficiency, and workmanship of Newport News built water power 
equipment has been proven by installations in many of the world's great power 


developments. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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Annval Subscription utility regulation. 


PUBLICATIONS AND SERVICES 


Essential to those interested in the public util 
industries, their regulation and allied topics, 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 
dealing with the problems of 
Five vol- 
Price umes a yeor—$7.50 each, 


$43. 50 Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 

A magazine of current opinion 

and news, conducted as an 

open forum and containing 

discussions of firing-line prob- 

lems; also summaries, ancaly- $15 
ses and explanations of day- Twenty-Six 
to-day developments. Issues a Year 











P.U.R 


e e 
Cumulative 
DIGEST 
The only complete and outhorita- 


tive encyclopedia of Public Service 
law and Regulation. A life-time 
Digest,; kept up-to-date by annvol 
supplements. 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly letter from the Na- 
tion's Capital, highlighting im- 
portant happenings, trends and 


policies. Reading time: 20 
minutes. 


$12.50 
Quarterly 








FEDERAL UTILITY REGULATION ANNOTATED 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Ufility 
Holding Company Act. Issved 
twice each month. 


$25 avorterly 





Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
ond the Natural Gas Act. Is- 
sved once each month. 








FEDERAL UTILITY REGULATION ANNOTATED 


VOL. 1 (SEC) 


a tation of the 
Public Cony Holding Company 
Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 





Price: $12 


VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical vup- 


keep supplements. Prices $15.50 








PUR. 
Question Sheets 
Twenty-Six Issues Annually $10 


Send for our catalogue 


PUBLIC UTILITIES. REPORTS, ic. 


Ten brief ‘questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way fora 
busy man to keep informed on current 
utility regulation. 


eee 
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how to plan 





rate structures that attract 


new capital 


THE PROBLEM: 


Saal ’ a 
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+ Appraisal . Budget . Business Studies - Consulting Engineering * Design & Construction . Financial . industrial Relations » 
laspection & Expediting . insurance & Pensions . Purchasing . Rates & Pricing Research . Sales & Marketing . Systems & Methods . Taxes . Traffié” 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


aad other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


Jord, Bacon & Davis 


VALUATIONS Engineers CONSTRUCTION 


REPORTS RATE CASS 
NEW YORK © PHILADELPHIA @ CHICAGO © LOS ANGELES 




















GILBERT ASSOCIATES, Inc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, 


Reports 
Designs and Construction Personnel Relations 
Inspections and Surveys Reediag © New York © Houston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 








FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 


FREDERIC BR. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisce 
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PROFESSIONAL DIRECTORY (continued) 





— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WAYS 
OVERHEAD UNDERGROUND OHEMICAL CONTROL 
CONSTRUCTION MAINTENANOB PHILADELPHIA TREE TRIMMING 
BALL FIELD LIGHTING Wilmington, Del. « Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 



































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 





a7 he THE Jian lopoution 


ENGINEERS , CONSTRUCTORS 


gton 





WILLIAM S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 











LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 














N, A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 





(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





Pioneer Service & Engineering Co. 


fo CLONEERS « 


CONSULTING, DESIGNING AND =). SPECIALISTS IN 
OPERATING ENGINEERS : ACCOUNTING, FINANCING, RATES, 
PURCHASING INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET. 





CHICAGO 4, ILLINOIS 








f Complete Services for GAS and ELECTRIC Utilities 
PIPING © EQUIPMENT + SURVEYS * PLANS Prité ha rd 


Complete Plants, Additions or Installations . . . 
every detail geared to more profitable operation ENGINEERS * CONSTRUCTORS © MANUFACTURERS 





See Sweets Files, Refinery Cotalog, etc for details 
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SANDERSON & PORTER 
) ENGINEERS Sap 


CONSTRUCTORS 











Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Ustilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











STANDARD RESEARCH CONSULTANTS 
INCORPORATED 


INDUSTRIAL SURVEYS — RECAPITALIZATIONS — APPRAISALS — MANAGEMENT REPORTS 
RATES OF RETURN 


HOME OFFice BRANCH 
345 HUDSON STREET 33 N. LASALLE STREET 
NEW -YORK 14, N. Y. CHICAGO 2, ILL. 

















The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 
Consulting Engineering 


55 I 








80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
. Consulting Engineers 
Water, Sounge and Industrial waste Problems 
oo a fomneatwe, industrial Bulidings 


1528 WALNUT STREET PHILADELPHIA 2 


JENSEN, BOWEN & FARRELL 
Engineers 
Ann Arbor, Michigan 
oe ee 
— 8 original pos A 3 = 








BLACK & VEATCH 
CONSULTING ENGINEERS 
my 
struction of Public Utility "Peapestins 


4706 BROADWAY 





KANSAS CITY, MO. 








LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT. RAISALS, 
INVESTIGATIONS, REPORTS, RA RATES 


231 S. LaSauie St., Cuicaco 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building 


Indianapolis, Ind. 


A. S. SCHULMAN ELEcrtric Co. 


‘Contractors 


TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn Sr. Cricaco 








W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














Francis S. HABERLY 
CONSULTING ENGINEER 
Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 
122 SourH MICHIGAN AveNUB, CHICAGO 











UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 











WESTCOTT & MAPES, 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS ¢ REPORTS 
DESIGN «¢ ~- SUPERVISION 
New Haven, Connecticat . 
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What we really make is Time 


It is faster to 


Hane A WALL 


than to 


Pie IT UP 


LITTLE blocks, say 2’x4"x8", don’t pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson's real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 


" Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 


all vital things today: speed. 


We save days and weeks in finishing a build- 
) 8 
ing for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS 


BANK BUILDING, 


PITTSBURGH, PA. 
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City decentralization -away from 
traffic jams requires more generat- 
ing equipment, new facilities that cost 


TAX DOLLARS. DOWNTOWN 


Decentralization also means less 
business downtown. Property values 
drop! TAX RATES CLIMB! 


Million-dollar superhighways and 
freeways mean SOARING TAX RATES. 


Modern transit methods use street 
space most efficiently. That means 
LESS traffic, MORE customers, stim- 


ulated business! i rae tata 


SUPER MARKET 





Apparatus Department, General Electric Company, Schenectady, New York 


GENERAL (6) ELECTRIC 


¥ 


